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BRITAIN’S BUDGET AND STERLING 
Mr. Heathcoat Amory’s first budget is as onthe dying embers of inflation and without en- 


cautious and unspectacular as the man himself—and 
nightly so. The general economic context into which, 
this year’s budget had to be framed demanded a 
safety-first approach. It is not many months ago 
that sterling was undergoing the most severe attack 
it has had to withstand since the war. That attack 
has been successfully repelled but the position is 
not one in which one can relax. The world has re- 
gained confidence in sterling but is still looking 
intently at Britain to discern whether the follow 
through of the severe measures applied last Septem- 
ber is forthcoming—and one of the touchstones of 
this earnest to eradicate the fever of inflation from 
the British economy is the budget. Another aspect 
of the economic situation to which the budget pro- 
posals had to gear themselves was the fact that 
conditions will make it increasingly difficult for 
British firms to maintain their exports. For that 
reason costs and prices must be kept competitive. 
Further consideration had to be given to the fact 
that the economic situation in Britain is still one in 
which there is, in general, full employment and 
where, although inflationary pressures have eased, 
the threat of further inflation inherent in wage de- 
mands, is still present. 


In all these circumstances what was needed was 
a budget that would help expansion without infla- 
tion. Expansion is called for because British 
industrial production has for the past two years 
remained roughly at the same level. At the same 
time this stimulus had to be applied without blowing 


dangering the stability of the cost of the living that 
has now been maintained for several months. 
Finally the budget demanded some awareness of the 
deterioration in the world business situation and 
also of the need to maintain confidence in sterling 
both at home and abroad. This was a formidable 
array of targets which the Chancellor had to try to 
hit with his budget blunderbuss. He has made a 
very reasonable attempt to secure all these objec- 
tives. On the basis of his estimated expenditure 
and of the former level of taxation the Chancellor 
could anticipate a current surplus of revenue over 
expenditure of £415 million and a net capital ex- 
penditure of £600 million, giving him a prospective 
overall deficit of £185 million as compared with the 
1957-58 deficit of £212 million. On the basis of 
these figures and of the evidence of slack in the 
economy provided by the Economic Survey, it had 
been calculated that the Chancellor might distribute 
tax concessions of between £100 million and £150 
million. In fact, he has conceded in his tax changes 
no more than £50,500,000, though the cost of the 
changes will rise to over £108 million in a full year. 
In terms of overall budget mathematics he has un- 
questionably erred on the side of caution. His 
main concession has been given in the field of pur- 
chase tax where he has allied substantial easements 
of the tax with a considerable simplification of its 
structure and avoidance of some of its major 
absurdities. These concessions will contribute to- 
the task of keeping down the cost of living. They 
should also help firms such as those making domestic 
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appliances to secure the economies of fuller 


production. 


The Chancellor is securing his objective _of 
industrial expansion by more generous depreciation 
allowances and by a unification of the two tier 
profit tax. The increase in the initial depreciation 
allowance should encourage firms to extend their 
factories and to equip them with the most up-to-date 
machinery. The removal of the distinction between 
the tax on distributed and undistributed profits and 
the substitution for them of a single profits tax, 
which will leave the total yield of the tax substantial- 
ly unchanged, will help by making it easier for 
capital to go where it can most profitably be used. 
It should also help new companies to get started and 
existing companies which are short of capital, to 
secure it on the best available terms. These stimuli 
to expansion will cost virtually nothing this year, 
but should get industrial production rising to a 
higher level. Although there was no need to 
stimulate a flagging economy at home the Chancellor 
had to consider the problem of particular industrial 
areas where there is heavy localised unemployment. 
This is being done by specific measures in encourag- 
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ing firms to open new plants in such areas and by 
providing the necessary finances either through the 
backing system or direct by the Treasury. On every 
count it is far better to assist such areas by specific 
measures and not by overall concessions, which 
would apply to the economy as a whole but which 
the whole does not need. The rest of the budget was 
a vast tidying up operation, a general spring-cleaning 
and closing of loopholes which was surprising in its 
comprehensiveness and detail, given the fact that it. 
came from a Chancellor who had been in office barely 
three months. 


The effect of the budget should in the first place 
be to consolidate the recovery of sterling. It should 
also help to hold the line of prices and enable British 
industry to maintain the excellent export perform- 
ance which it has achieved in the first three months. 
of this year. It will also help the additional 
investment from which expansion in output can take 
place when the clouds of recession which now darken 
part of the free world have rolled away. Finally, 
by its very caution, it will create opportunities for 
more generous and stimulating concessions in the 
next budget. 


ECONOMIC PROSPERITY AND ADJUSTMENT IN JAPAN 


Within the five years since Japan regained her inde- 
pendence in 1952, she has experienced two major external 
payments crises. The first one took place in the 1953-54 
period during which overseas purchases increased consider- 
ably because of the internal boom in consumption, and the 
“emergency” grain imports necessitated by the poor rice 
crop that had resulted from natural disaster and bad wea- 
ther. In consequence foreign currency holdings sharply fell 
below the $800-million level. Fortunately, however, the 
Government succeeded in surmounting the crisis by enfore- 
ing overall fiscal and monetary retrenchment policies. In 
the subsequent period up to April 1957, riding on the crest 
of the global economic boom, Japanese exports expanded 
appreciably, and as a result investment activity at homé 
gained momentum, leading, in due course, to an unprece- 
dented economic prosperity. Between 1954 and 1956, for 
example, national income rose by as much as 20.9 per cent 
in real terms, manufacturing production 38.1 per cent, ex- 
ports 53.5 per cent, and imports 34.6 per cent. Meanwhile, 
foreign exchange reserves reached a record high of $1,454 
million in April 1956. Unfortunately the phenomenal econo- 
mic growth had the adverse effect of aggravating this 
country’s external payments balance to create the second 
of the two crises. To cope with the situation, the Govern- 
ment again resorted to tight money moves through a series 
of stringent economic policies, albeit belated somewhat. 
Four months later, they began to show a favourable refiec- 
tion in the external account. In October the payments 
balance swung into a surplus. 


This survey analyses briefly the unprecedented prosperi- 
ty the Japanese economy enjoyed, gives the reasons why this 
country found itself confronted with an external payments 
crisis for the second time, relates the economic counter- 


measures the Government applied to tide over the crisis, 
and outlines the recent economic developments directed to- 
wards the improving of the external economic position. 


GENERAL ECONOMIC PROSPERITY AND EXTERNAL 
PAYMENTS DETERIORATION 


1. Investment 


The economic prosperity in the 1956-57 period was 
characterized by an excessive investment expansion, but its 
origin could be traced as far back as 1954 when this country 
found its way out of the business depression and struggled 
through payments difficulties. For 1955 as a whole, ex- 
ternal payments balance progressively improved as a result 
of export expansion. In the early part of the year invest- 
ments in plant and equipment were rather inactive, but the 
total volume of economic activity increased, with commodi- 
ty prices comparatively stabilized. In the second half, 
however, new investment activity gathered momentum in 
industries related to the export trade, and gradually ex- 
tended to the consumer goods industry and then to the 
investment goods industry, touching off a general “invest- 
ment’? boom in every field of economic activity. 4 


The gross national capital formation for 1955 was 
valued at Y1,936,300 million, a rise of 6.7 per cent over 
the comparable figure of Y1,814,700 million for 1954 when 
deflation jeopardized the economy. In 1956 it amounted to 
Y2,722,300 million, a substantial gain of 50.0 per cent over 
1954. The distribution ofthe capital formation shows that 
investment in producer durable lines and inventory accumu- 
lation were far more vigorous than in Government invest- 
ment and private housing construction. In 1956 invest- 
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ment in producer durables and inventory accumulation in- 
creased sharply to levels.51.9 per cent and 106.0 per cent 
respectively higher than in 1954 constituting the mainspring 
-of the subsequent boom in investment. 


As already noted, in 1955 when exports rose so signi- 
ficantly, export-related industries such as cotton spinning, 
chemical fiber, and shipbuilding set about their investments 
in plant and equipment in the latter half. Early in 1956, 
the brisk export expansion gave rise to an increase in con- 
sumer demand at home, stimulating investment activity in 
the consumer goods industry. With profits increasing for 
enterprisers and a possibility growing of continued increase 
in domestic demand, new plant and equipment investments 
further gained ground in the industries producing invest- 
‘ment and producer goods. The investment trend was direct- 
-ed progressively towards the modernization of industrial 
plant and equipment. But such investment activity exerted 
a heavy pressure on the iron-steel and power industries to 
the extent that their production capacities permitted no 
further expansion. ‘To break the bottlenecks thus caused, 
they had to supplement their own production facilities. In 
addition, new industries—petrochemical, synthetic fiber, and 
synthetic resin—took to investments in plant and equip- 
ment, which increasingly expanded in scale. 


On the other hand, inventory build-up in 1955 was 16.9 
per cent higher than in 1954, and it soared acutely by 76.1 
per cent in the ensuing year. Finished goods were stocked 
increasingly by wholesale and retail traders, semi-finished 
goods by investment goods producers, and raw materials by 
investment and producer goods manufacturers. The dealers’ 
inventory index of 109.2 for 1954 (1950=100) moved up 
sharply by 46.8 per cent to 160.4 in June 1957. In the 
meantime, the inventory indices for raw materials and im- 
ported materials advanced conspicuously by 76.5 per cent 
and 94.1 per cent to 292.5 and 463.9 respectively from 165.7 
and 239.0 for 1954. In 1955, however, stocks of raw ma- 
terials decreased, whereas production increased, evidencing 
the fact that production was keeping up with raw materials 
supplied at the cost of lowered inventories. Thereafter, raw 
materials stocks increased at a faster pace than production. 


Briefly stated, the steep expansion in plant and equip- 
ment investments and inventory accumulation since 1956 
may be set down to (1) the rise in enterprisers’ earnings, 
(2) the latent demand for plant and equipment moderniza- 
tion and expansion, (3) the comparatively easy availability 
of investment funds due to the easy money market, (4) 
plant and equipment investment made possible for. medium 
and small industries under the easy money facility, and (5) 
the increased fiscal outlays for Government investments 
scheduled for the fiscal year 1957. 


2. Consumption 


Although private consumption was outstripped by invest- 
ment in the rate of growth, the consumption level showed 
a steady upturn. In the years 1952 and 1953 when Japan 
met with her first major external payments crisis since the 
conclusion of the peace treaty, private consumption outpaced 
disposable income in its annual rate of expansion. Notably 
the marginal saving propensity for 1953 was an adverse 
86.5 per cent verifying the fact that the economic prosperity 
was a reflection of a boom in consumption. In 1956 private 
expenditure was outrun by disposable income in the pace 
of increase. The average saving propensity for the year 
(savings as a percentage of disposable income) rose to 17.2 
compared with 14.3 for 1955. The marginal saving pro- 
pensity declined, but still stood at the high level of 43.4. 
The explanation of the relative stability of private con- 
sumption and saving propensity can be found in (1) the 
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stabilized price level for consumer goods reflecting their 
surplus stocks, and excess production capacities of the con- 
sumer goods industries including soft goods, (2) the general- 
ly fulfilled stringent demands during and after the second 
World War, and (3) the increased savings for emergency 
use. 


3. Production 


The sharp upswing in investment, the elevation of con- 
sumption level and the export expansion (which will be 
noted later) all constituted sources of effective demands, 
serving as a major driving force for production growth. 
While there was workable industrial plant+ capacity avail- 
able, commodity prices remained steady, but the subsequent 
striking increase in demand carried with it an advance in 
commodity prices. To hold down the price rise, this coun- 
try had to increase the import of industrial raw materials 
and to depend further on overseas markets fe: finished 
and semi-finished products. 


To trace the upward movement of industrial produc- 
tion, the overall index of mining and manufacturing pro- 
duction rose by 8.3 per cent in 1955 to 180.7 (1934-36 
average—100), and in 1956 it further moved up by 22.0 
per cent to 220.5. In May, 1957 the index reached an 
extremely high level of 258.7. There were notable charac- 
teristics in the steep expansion in industrial production. In 
1955 durable goods production increased 4.2 per cent, while 
undurable goods rose as much as 12.0 per cent. In 1956, 
however, the former swung up notably by 36.2 per cent, 
but the latter advanced 15.0 per cent. Among durable 
goods, machinery saw a pronounced upturn of 58.5 per 
cent in production in 1956, subsequent to a drop of 3.0 per 
cent in 1955. As a result, production of the metal industry 
that provides materials to the machinery industry recorded 
a remarkable growth. In the field of undurable goods pro- 
duction, on the other hand, the chemical industry showed a 
high rate of production rise as a consequence of the grow- 
ing output of new organic chemical products. In general, 
the production level for other undurables continued to be 
lower than that for durables in their rate of expansion. 
According to production indices, the rates of output growth 
for textiles, machinery, and metals, varied from year to 
year primarily on account of the cyclical changes in con- 
sumption and investment. 


This process of industrial expansion is well explained 
by the development of a boom in investment from the export- 
related industry to the investment goods industry. The 
remarkable rise in the production of investment goods in 
particular suggests that the production pattern so changed 
that iron and steel came into large demand than before. 
Consequently, bottlenecks developed in the iron-steel, and 
power and other energy production. With a view to re- 
moving the bottlenecks in the key industries, new invest- 
ments were encouraged, and fiscal outlays for industrial 
new investments were encouraged. and fiscal outlays for 
industrial investments expanded in scale. The positive fiscal 
policy of the Government gave an energetic impetus to 
private investments, with the result that investments grew 
much more rapidly. The investment boom, as mentioned 
before, led to the growing imports of iron-steel, semi-finished 
goods, and crude petroleum as a source of energy which 
constituted a major contributory factor to the heavy drain 
on the foreign currency reserves. 


4. Employment 


Reflecting the economic prosperity, the employment 
situation has gradually improved. In 1955 the manpower 
position of this country deteriorated for both regular and 
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irregular employment. In the year that followed, how- 
ever, irregular employment rose rapidly and regular em- 
ployment improved, though at a slower pace. ‘To be speci- 
fic, the regular employment index for manufacturing indus- 
tries fell 1.4 per cent in 1955, but rose 4.1 per cent to 116.1 
(1951=100) in 1956. In the meantime, the irregular em- 
ployment index dropped 3.2 per cent in 1955, but improved 
appreciably by 32.8 per cent to 150.8 (1952=100) in 1956. 
Classified by industries, improvement in regular employ- 
ment for 1956 was particularly notable with industries that 
benefitted a great deal from the investment boom—ma- 
chinery industry (up 6.5 per cent), electrical machine and 
apparatus industry (10.2 per cent), transport machine and 
apparatus industry (6.3 per cent), primary metal industry 
(3.2 per cent), and metal goods industry (4.3 per cent). 


On the other hand, the wages index (price advance 
adjusted) moved up 6.0 per cent in 1955 to 114.5 (1934-36 
=100). It further climbed by 9.6 per cent to 125.5 in 
1956. Nevertheless, the rise in wages was at a much, slower 
rate than industrial production which advanced 8.3 per cent 
in 1955 and 22.0 per cent in 1956. 


The labour productivity index (the production index as 
a percentage of the employment index) for manufacturing 
industries, which stood at 183.6 (1951=100) in 1954, rose 
to 147.5 in 1955, and further to 174.2 in 1956. For mining 
and manufacturing industries as a whole it climbed from 
135.1 in 1954 to 149.4 in 1955, and further to 175.7 in 
1956. The reasons for such an improvement in labour pro- 
ductivity may be found in the increased production facilities, 
the simplified and standardized processes of production, and 
improved processing technique, coupled with the augmented 
factory operation and streamlined supplies of raw materials. 


5. Commodity Prices 


Under the economic boom conditions, demand continued 
to exceed supply; and a rise in commodity prices resulted 
in consequence. As explained in the preceding section, the 
wage increases in this country, unlike Western European 
countries, lagged behind the growth in labour productivity. 
The wholesale price index (measured by the Bank of Japan) 
for the five months up to May 1957 averaged 106.5 .(1952— 
100), which was 6.8 per cent higher than the monthly 
average for 1954—the year when this country recovered 
economic normalcy after gttting over the external payments 
crisis. This advance in wholesale prices in the course of 
nearly two and a half years was no more than moderate 
when compared with the corresponding increases of 4 to 10 
per cent in major countries of the world. But, in view 
of the fact that the price increase was once interrupted in 
this country by a fall in 1955, the advance could according- 
ly be regarded as rather substantial as the semi-annual 
analysis of price movements demonstrates. 


When examined by classes of commodities, the pattern 
of price variations in this country was of a peculiar nature. 
The wholesale price indices for producer and capital goods, 
though down somewhat in 1955, rose 5.1 per cent and 7.5 
per cent respectively in the first half of 1956 over the pre- 
vious half year, and 6.4 per cent and 11.5 per cent in the 
second half. In the first five months of 1957 the price 
indices climbed by 2.8 per cent to 109.8 (1952=100) for 
producer goods and 3.9 per cent to 126.7 for capital goods. 
For consumer goods, however, the wholesale price index 
reached its peak in 1954, and averaged 102.4 for the 
January-May period of 1957, representing a slight dip of 
1.1 per cent compared with the 1954 average. On the other 
hand, the consumer price index for the first five months of 
1957 indicated a slight advance of 2.6 per cent compared 
with the 1954 average. Prices of foodstuffs and clothing 
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remained steady, or rather tended to decline, whereas costs 
of dwellings, fuel and light rose by a comparatively wide 
margin. 


Briefly stated, the rise in wholesale prices in this coun- 
try during the two and a half yearly period up to May 1957 
was apparently well comparable with that in major countries 
of the world. In this respect it is to be remembered that 
the remarkable increase in prices at home took place in a 
rather short time following the reductions in 1955. And 
price advances were more striking in producer and capital 
goods than in consumer goods. The reasons applying to 
such peculiar price movements in this country could be sum- 
marized as follows. In the first place, the general econo- 
mic prosperity was supported by a boom in investment, and 
that demand outrun production owing to a sharp expansion 
in investments. Secondly, the increased freight rates con- 
sequent on the blocking of the Suez Canal led to rising costs 
of imports, and speculative transactions occurred in anti- 
cipation of a further hike in prices. Last but not the least 
negligible is the fact that in the second half of 1956, bottle- 
necks developed in power, iron and steel, and transport 
industries, affecting directly and indirectly the price situa- 
tion for key industrial products. That is to say, a price 
advance in iron and steel brought with it a corresponding 
rise in investment and capital goods, and building materials 
were adversely affected by a boost in freight charges. 


6. Exports 


Over the years 1955 and 1956 Japanese exports 
expanded tremendously and at a much faster pace than 
world exports. According to the customs statistics pre- 
pared by the Ministry of Finance, Japanese sales abroad 
increased by 23.4 per cent to $2,011 million in 1955. They 
further rose by 24.4 per cent to $2,501 million in 1956. 
The corresponding increases in world exports, were 8.6 per 
cent and 11.0 per cent respectively according to the IMF 
statistics. In the first half of 1957 Japanese exports, valued 
at $1,328 million, were up by 14.4 per cent compared with 
the same period of 1956, with the rate of export expansion 
remarkably slowing down to a level close to the growth 
in world exports of 10.2 per cent. 


Export volume index (measured by the Ministry of 
Finance with 1953 as 100) rose 30.6 per cent to 174.1 in 
1955 and further by 19.4 per cent to 207.9 in 1956, as the 
unit export price index fell by 5.5 per cent in 1955, and 
then rose by 4.2 per cent in 1956. 


In 1953-54 an external payments crisis occurred owing 
to a sharp expansion in imports unmatched by any rise in 
exports. This time, however, imports increased at an even 
faster rate than exports which showed a relatively con- 
siderable expansion in the meantime, and in consequence 
the external balance of payments crisis resulted. 


The distribution of Japanese exports by continents in 
1956 shows that Asia took 40.9 per cent (including 26.1 per 
cent for Southeast Asia), North America 26.0 per cent, 
Africa 15.7 per cent, Europe 10.0 per cent, South America 
5.4 per cent and Oceania 2.0 per cent. 


Analyzed by groups of commodities, exports of vessels 
in 1956 expanded 3.3 times as much as in 1955, ranking 
first in order of annual growth, followed by soft goods (up 
16.2 per cent) and food and beverages (up 32.1 per cent). 
Concurrently, overseas sales declined in iron and steel, and 


non-ferrous metals by 13.9 per cent and 23.7 per cent re- 
spectively. 


In short, the remarkable expansion in exports could 
well be attributed to (1) the continued high level of global 
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economic prosperity, (2) the consequent advance in Japanese 
exports of ships and investment goods to underdeveloped 
countries, and (3) the increased productivity due to indus- 
trial rationalization as seen in the textile industry. It 
should be noted, however, that as a boom developed in in- 
vestment under the prosperous economy, internal demand for 
such investment goods as iron and steel, and non-ferrous 
metals grew appreciably to cut into the exporting capacity, 
and the resultant increase in prices weakened their competi- 
tive power in overseas markets, leading to a heavy setback in 
sales abroad. 


7. Imports 


Speaking generally, imports took a sideways trend in 
1955, but they began to show a steep expansion in the 
second half of 1956. The customs figures put imports in 
1955 and 1956 at $2,471 million and $3,230 million respec- 
tively, representing increases of 3.0 per cent and 30.7 per 
cent over the preceding year. In the first half of 1957 im- 
ports amounted to $2,344 million, a substantial gain of 56.3 
per cent compared with the corresponding period of 1956. 
The comparable rates of expansion in world imports were 
11.8 per cent, 10.1 per cent and 11.7 per cent respectively. 


Import volume index moved up by 5.1 per cent to 108.9 
(1953=100) in 1955, and further by 27.0 per cent to 138.3 
in 1956, as the unit import price index moved down by 2.0 
per cent in 1955, but turned upward by 2.9 per cent in 
1956. 


The pattern of Japanese imports in 1956 by continents 
shows that North America provided 44.4 per cent of total 
imports, Asia 32.4. per cent (including 18.7 per cent for 
Southeast Asia), Oceania 8.9 per cent, Europe 7.2 per cent, 
South America 4.0 per cent, and Africa 3.1 per cent. 


Classed by major commodities, imports expanded by 
79.7 per cent for iron ore, 130.6 per cent for non-ferrous 
metallic minerals, 32.6 per cent for textile materials, 37.8 
per cent for petroleum, 21.7 per cent for machinery, 187.7 
per cent for iron scrap, and 45.2 per cent for pharmaceuti- 
cal and chemical products. ‘The import expansion was parti- 
cularly appreciable in iron ore and scrap, non-ferrous metal 
scrap, and mineral fuels such as petroleum, accounting for 
nearly half of the import growth in 1956. Meanwhile, there 
was a 10.7 per cent reduction in imports of food and 
beverages as a group owing to the bumper rice crop har- 
vested here in two consecutive years. 


In the following section, a detailed survey will be made 
of factors contributing to the abnormal import expansion in 
1956 which is considered a major cause of the serious de- 
terioration in this country’s external economic position of 
late. 


a. Growth in Imported Raw Material Consumption 
Accompanying Increased Production: In 1956 mining and 
manufacturing production showed an unusual expansion of 
22.0 per cent over the 1955 level. Assuming that the rates 
of import dependence for industrial raw materials remained 
unaltered in the meantime, their imports might have record- 
ed a corresponding increase. Correlated to this is the pheno- 
menon that in Japan there is a tendency for consumption by 
industries of imported raw materials to outstrip industrial 
production in their rates of expansion. This is because 
there is an inherent dearth in indigenous resources of key 
industrial raw materials such as iron ore and scrap, pulp, 
petroleum, coal, and the like. 


b. Increased Imports of Finished and Semi-finished 
Products to Break Industrial Bottlenecks: As mentioned 
earlier, the impressive emergence of an investment boom 
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accelerated the development of bottlenecks in iron-steel, 
power and transport industries, which in turn generated a 
rising trend of wholesale prices. In order to stabilize the 
price level it was inevitable for the country to increase 
imperts of certain capital goods in the form of semi-finished 
and secondary manufactures which included steel-making 
materials, machinery, pharmaceuticals and chemicals. 


c. Rise in Rates of Import Dependence for Raw 
Materials: In 1956 manufacturing production rose by 22.9 
per cent and imports of raw material expanded by 30.7 
per cent. As stated in (a) above, this means that Japan 
had to rely increasingly on overseas markets for those key 
raw materials, particularly scrap iron, domestic resources 
being too scanty to meet the growing industrial demand. 


d. Vigorous Inventory Accumulation of Imported Raw 
Materials: Manufacturers’ stocks of imported raw materials, 
as already noted, swelled substantially. The accumulation 
of stocks was especially voluminous in iron ore, scrap iron, 
crude petroleum, industrial salt, raw wool and cotton. 


e. Increased Prices for Imports: Import prices fell in 
such consumer materials as rice, sugar and raw cotton, but 
the contrary was the case with iron-steel materials, non- 
ferrous metallic minerals, and mineral fuels which were in 
great demand. As a result of a rise in ocean freight rate 
on account of the Suez dispute, the import value of these 
goods rose still further. 


f. Speculative Imports: The two major contributory 
factors to the marked growth of imports between the second 
half of 1956 and the first half of 1957 were (1) speculative 
imports of certain commodities induced by the Suez dispute, 
and (2) speculative overseas purchases in anticipation of a 
price boost as a result of the Government’s positive fiscal 
policy towards investment expansion for the 1957 fiscal year. 


The basic reason for the rapid growth in imports lay 
in the accentuated investment activity that had gathered 
momentum in response, in large measure, to the imperative 
need for the consolidation and development of industries. 
In this sense, therefore, the import expansion can by no 
means be regarded as unsound. Be that as it may, the 
steep rise in imports adversely affected the foreign currency 
holdings, which since early 1957 have continued to decline 
at a disquieting rate. This put the Government under the 
urgent necessity of employing tight import measures. 


8. External Payments Balance 


According to the foreign exchange statistics of the 
Ministry of Finance, foreign exchange earnings in 1955 
amounted to $2,668 million and outgoings to $2,174 million, 
leaving a surplus balance of $494 million, which, even if 
allowance be made for the deferred balance. of payments, 
proved $354 million in this country’s favour. For 1956 as 
a whole, exchange receipts totalled $3,225 million and pay- 
ments amounted to $2,931 million, recording a favourable 
balance of $293 million on the external account. Consider- 
ed in terms of half-yearly periods, however, the payments 
balance for the second half of 1956 was virtually $6 million 
in the red. In the first half of 1957 the external position 
further deteriorated to show a heavy deficit of $400 
million with exchange outgoings, at $2,154 million, exceeding 
the earnings of $1,755 million. To allow for the deferred 
payments balance, this meant a substantial deterioration of 
$521 million. 


The deterioration in the external payments position was 
more clearly reflected in foreign exchange holdings. Foreign 
currency -holdings inched upward in 1955, according to the 
Ministry of Finance, to aggregate $1,316 million at the 
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end of the year. By the end of April 1956, they further 
increased to reach a monthly record high of $1,454 million. 
In the ensuing months foreign currency reserves tended 
to decrease somewhat, but rose to-the high level of $1,425 
million at the end of 1956. With the turn of the year 
they began to fall off steeply and stood at $1,113 million 
at the end of April, a substantial reduction of $322 million 
in a period of four months. In this connection it should 
be remembered that the April figure included a certain 
amount of credit balance on trade accounts with some bila- 
teral clearing countries. Accordingly. this credit balance 
should be taken into consideration in calculating the actually 
workable foreign exchange holdings. A further fall in 
foreign currency holdings was anticipated in the months 
that followed, a natural foreboding attending the continued 
high level of letters of credit value opened in respect of 
imports (See Remarks). At this critical juncture, there- 
fore, the Government took a series of remedial measures 
and the Bank of Japan in May raised its basic discount rate 
on commercial bills close upon the previous increase in 
March, putting an end to the general economic prosperity. 


Why, then, had not the Government employed correc- 
tive steps before the payments position began to deteriorate 
at such a rapid pace? There must have been a feeling of 
security on the part of the Government authorities about 
the abundant foreign exchange holdings which then stood 
at above the $1,400-million level. Considered equally im- 
portant in this respect are the assurances given by the 
Government, these being: (1) the material advance in im- 
ports traceable to the brisk inventory build-up of imported 
raw materials, (2) the “over-loan” situation (under which 
bank advances exceed deposits) that resulted from the 
Government’s excess receipts over payments of public finance 
funds because of the increased tax revenue, and the excess 
yen absorption of the Foreign Exchange Fund Special Ac- 
count consequent upon the import expansion, and (8) anti- 
cipation that imports would start running down with the 
peak of economic expansion as a turning point. All this 
acted as a brake, it seems, on any preliminary attempts of 
the Government to cope with a situation that might follow 
such economic boom conditions. 


9. Public Finance 


The scope of public financing activity of the Government 
for the fiscal years 1955 and 1956 was not so large as to 
give any significant impetus to investment activity and 
domestic consumption. For it was committed to its tight- 
financing policy adopted in 1954 when the national budget 
was reduced to a Y1,000,000 million level to counteract the 
external payments crisis. ‘The budgetary appropriations for 
the General Account and the public investment and loan 
programme were Y1,018,200 million and Y250,600 million 
respectively for the fiscal 1955 and Y1,089.600 million and 
Y259,300 million for the fiscal 1956. The ratio of the total 
amount appropriated for the General Account and the 
public investment and loan programme to the national in- 
come, which stood at 18.9 per cent for the fiscal 1955, de- 
clined to 17.6 per cent for the fiscal 1956. In both fiscal 


years, as 1t turned out, the Government revenue exceeded 
expenditure. 


The Government payments of public finance funds for 
the fiscal 1955 exceeded receipts by Y276,600 million in con- 


Remarks: In Japan the authorized foreign exchange banks are under a legal 


obligation to report every day to the authorities concerned on the openings 
of import letters of credit, receipts of export letters of credit, and deal- 
ings in foreign exchange. On the basis of the reports from these exchange 
banks, the Government authorities prepare and publish statistical informa- 
tion about the openings of import credits, receipts of export credits, and 
foreign exchange balance of payments, each on a monthly basis. 
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sequence mainly of (1) the excess yen payments over re- 
ceipts of the Foreign Exchange Fund Special Account due to 
the greater export earnings than import outgoings, (2) the 
unfavourable balance for the Food Control Special Account 
chiefly owing to the increased purchase of rice that re- 
flected the rich harvest. This constituted a cause of slacken- 
ing in the money market, but inflation was held off because 
of a corresponding shrinkage in the central bank’s advances 
to commercial banks. For the fiscal 1956 the balance of 
Government payments swung into a surplus of Y163,400 
million as a result of the increased tax revenue and the 
excess yen absorption of the Foreign Exchange Fund Special 
Account due to the larger import outgoings than export 
earnings. This, contrariwise, led to money tightening, and 
had a limiting effect on investment and consumption. 


The national budget for the fiscal year 1957 was drawn 
up on a larger scale than before in keeping with the positive 
financial policy of the Government. It envisaged a sub- 
stantial reduction in income tax revenue amounting to 
Y100,000 million, and a large increase in appropriations for 
the General Account and the public investment and loan 
project. Such a positive fiscal policy, as mentioned before, 
gave a greater stimulus to private investment activity which, 
in turn, has brought about speculative imports in anticipa- 
tion of a price advance. 


10. Money Market 


The money market, which continued to be unusually 
slack during the period from 1955 to April 1956, started 
to tighten a little in May and came under heavy pressure 
towards the end of the year. The wide fluctuations of 
money market pressures were reflected in outstanding 
balances of the Bank of Japan’s advances to commercial 
banks. The outstanding balance of the central bank ad- 
vances, which stood at Y243,300 million at the end of 1954, 
moved down considerably by Y211,400 million to Y31,900 
million at the end of 1955, falling further by Y138,500 mil- 
lion to Y18,400 million at the end of the first four months 
of 1956. In May it turned upward to register Y91,300 
million at the end of September, and Y139,900 million at 
the end of the year. At the end of April 1957 the out- 
standing balance reached a record high level of Y272,600 
million, which represented a pronounced expansion of 
Y254,200 million over the comparable figure for April 1956. 


In the fiscal year 1955, as noted earlier, the Y276,600 
million excess payments of the Government’s public finance 
funds found their way back into the Bank of Japan owing 
to the deflationary pressures on economic activity and, in- 
active demand for investment funds. In the fiscal 1956, 
however, with the mainstay of business prosperity shifting 
from export expansion into an investment boom, industrial 
production expanded, employment increased, labour income 
rose, consumption gained, and imports grew rapidly. Against 
this background bank note issue increased, investment fund 
requirements mounted, tax payments for the national trea- 
sury increased because of the economic boom conditions, 
and excess yen withdrawals of the Foreign Exchange Fund 
Special Account resulted from the greater import outgoings 
than export earnings. Thus there was a growing tendency 
towards higher fund demand. In the meantime, bank de- 
posits increased, but the rise in fund demand being faster 
than the accumulation in bank deposits had the effect of 
sending up the call money rate sharply. Under the cir- 
cumstances, commercial banks had. to rely on the central 
bank advances to meet the mounting fund demand from 
enterprisers. This resulted in a rapid growth in the central 
bank advances to commercial banks. 


(To be concluded) 
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ADVANCE IN PRODUCTION IN CHINA 


The State Economic Commission in Peking claimed that 
the rate of growth of China’s national economy during the 
first quarter of 1958—the first year of the second 5-year 
plan period—was “unprecedented.” All enterprises under 
the central government and the local authorities had over- 
fulfilled their production targets. A spokesman of the Com- 
mission glibbed that workers in China had shown extra- 
ordinary working enthusiasm and creativeness because they 
were inspired by the call of the Communist Party to over- 
take Britain in 15 years. He pointed out that in the recti- 
fication campaign, and particularly through the campaign 
against waste and conservatism, workers were ‘‘inspired” to 
work harder and faster, as well as to produce their goods 
more economically. 


The State Statistical Bureau released a progress re- 
port on the development of industry, capital construction, 


water conservancy, communications, transport and com- 
merce during the first quarter. As usual, only percentages 
are given. 


Industry—Total output of all industrial enterprises in 
China which have their own accounting exceeded the state 
target for the first quarter of this year by 5.3% in value. 
Total output of enterprises under all industrial ministries 
was 6.4% more than the quarterly target, showing an in- 
crease of 26.6% more than in the same veriod last year. 
The most rapid growth was registered by the first ministry 
of machine building which showed an increase of 63.8% 
in value over the output in the same period of last year. 
Next came the ministry of the chemical industry, the minis- 
try of the metallurgical industry and the ministry of the 
coal industry, all of which showed increases in output of 
over 30% as compared with the first quarter of last year. 
Local industrial enterprises during the period showed a 
4.3% increase in output over their quarterly targets, or 
19.1% more than in the same period last year. The most 
rapid progress was made by Yunnan (which showed an 
increase of 72%), followed by Fukien (53.8%), Anhwei 
(53.5%), Hopei (40.8%), and Chinghai, Inner Mongolia and 
Kansu (each with an increase of more than 30%). In 
Shanghai and Liaoning the increases were 10.7% and 11.9% 
respectively. State output targets were overfulfilled for 29 
cut of 82 major industrial products. These include elec- 
tricity, coal, crude oil, steel. copper, nitrogenous fertiliser, 
cement, metal cutting machine tools, timber, cotton yarn, 
eotton cloth and machine-made paper. The increases in the 


output of 13 industrial products—including coal, crude oil,. 


nitrogenous fertiliser, metal cutting machine tools and 
timber—were more than 30%: and 14 other products show- 
ed increases ranging from 10% to 30%. 


Trial production of new industrial vroducts was ac- 
celerated; 500 new types or specifications of products were 
turned out in Peking, while Nanking, Tientsin and Wusih 
rmanufactured 394 new products. The major new products 
include an electric welding machine, a 450-horse power 
diesel engine. a 220.000-volt transformer, a 4-svindle anto- 
matic lathe, a gear grinding machine, a vertical drilline 
machine capable of drilling holes with a diameter of 75 
milimetres, an all purposes motor vehicle, a tip-lorrv, an 
all purposes tractor, a tree-planting machine, a rice trans- 
planting machine, a television transmitter, a television re- 
ceiver, rayon, textile fibres of wild plants and silk yarn of 
210 counts. 


Capital Construction—Total investment in canital con- 
struction in the first quarter accounted for 14% of the 
investment for the whole vear. The total volume of con- 
struction work completed during the period is exnected to 
reach 15% of the total volume of work scheduled for the 
year. Compared with the same period of last year, the 
total investment in the first quarter of this vear went ur 
by 51% within the total investment in building work and 
the installation of machinery increased bv 60%. The pro- 
gress made by local governments in capital construction was 
greater than that registered by the central government. The 


central authorities completed 13.7 of their annual construc- 
tion plans in the first quarter of this year while the local 
authorities finished 17.3%. Among the ministries under 
the Central Government, the Ministry of Water Conservancy 
and Electric Power took the lead by completing 22.5% of 
its annual construction target, and the ministry of coal in- 
dustry, the Ministry of Metallurgical Industry and the First 
Ministry of Machine Building completed between 14.15% 
of their annual targets. Among the local governments, the 
highest percentage was registered by Kwangtung which ac- 
complished 48.5% of its annual construction quota. Hupeh 
reached 34% of its annual quota and Kwangsi 31.7%. 

During 1958 work will begin, or continued, on’ 109 out 
of China’s 156 major projects. 16.4% of the total annual 
investment for these projects was spent in the first quarter 
of this year. The total amount of building and installa- 
tion work on these projects completed during the period 
accounted for 18.7% of the total scheduled for this year. 
According to incomplete statistics, the increase in the value 
of fixed assets in China in tthe first quarter of the year 
amounted to 35% more than in the same period of last 
year. The major items added include power generating 
equipment with a capacity of 24,000 kilowatts, and equipment 
and machinery capable of turning out, annually, 197,000 
tons of coal, 8,907 tons of natural petroleum, 5,000 tons 
of synthetic petroleum, 172,000 tons of pig iron, 40,000 
tons of sulphuric acid, 200,000 tons of calcium _ super- 
phosphate, 6,560 tons of paper and 5,600 tons of sugar. 
During the period, 20,000 cctton spindles and 584 looms, 
were also added, and 151.7 kilometres of rail were laid 
and 1,931 kilometres of motor road newly built. 

Water Conservancy—Water conservancy projects built 
in the rural areas during this period involved 18,000 million 
cubic metres of earth and masonry work, increasing the 
irrigated acreage by about 57 million acres, which is equal 
to 92% of the total irrigated acreage added during the 
past eight years. At present, the total irrigated acreage 
stands at approximately 167 million acres or 47.6% of the 
total cultivated land. 

Communications & Transport—Total volume of freight 
transported along various railways during the quarter ex- 
ceeded the target by 1.6% and accounted for 21% of the 
annual plan. The freight mileage registered accounted for 
21.2% of the annual plan. Compared with the same period 
last year, the volume of freight increased by 13.2% and 
freight mileage by 6.5%. Compared with the same period 
of last year, the volume of coal carried by the railways 
rose by 29.5%, coke by 39.5% and metal ores by 18.1%. 
Freight carried by inland shipping under the Ministry of 
Communications topped the quarterly target by 12% and 
the freight mileage was 11% more than the target. This 
was 19.5% of the yearly targets and 9% higher than in 
the same period of last year. The volume of freight carried 
by coastal shipping under the Ministry reached 18.6% of 
the yearly target and freight mileage 19%. Compared with 
the corresponding period of last year, the former increased 
by 1.8% and the latter diminished by 7.5%. 

Commerce—Prices remained stable. The rural market 
was brisker than in the urban areas. Total volume of retail 
trade was 1% less than in the same period of last year. 
Sales of consumer goéds dropped by 5.1%, but the total 
sales of means of production for agriculture was double 
that of the same period last year. Retail sales by commer- 
cial establishments in 80 big arid medium cities dropped 
by 8% while that in 34 rural markets rose by 3.1%. Sales 
of diesel engines amounted to 882 (12,182 horsepower), 
38.4 times the sales of the same period of last year; iron 
water-wheels, 179.000, a 16.7 fold increase; double-wheeled, 
double or single bladed ploughs 70,000, a_14.2°fold increase: 
gas-driven engines, 740 (7,470 horsepower), a five fold 
increase: chemical fertilisers, 340,100 tons, a 2.1 fold in- 
crease; insecticide 11,550 tons, an increase of 81%; steam 
engines, 695 (6,706 horsepower), a 54% increase. Sales of 
consumer goods, excluding food, were smaller than last year. 
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REPORTS FROM CHINA 


Revised Production Targets 


Peking inveterately boasted that China’s industrial output 
this year would exceed last year’s by as much as 33%, instead 
of the 14.6% decided recently by the National People’s Congress. 
This new calculation is based on reports from all parts of the 
country of the targets which workers have set themselves during 
their discussions of the state plan. Consequently, several thou- 
sand million yuan may be added to the state’s 1958 revenue. 
Steel output target has been raised to seven million tons, 33% 
more than 1957 output. The original 1958 steel output target 
was 6.24 million tons. Iron output this year will be raised to 
eight million tons. 

During the next 5 years, annual sugar output will be increased 
to over six million tons. This new target is twice as big as the 
figure proposed by the Food Industry Ministry at the recent 
National People’s Congress and more than seven times the 1957 
output. As a first step, this year’s output will be raised from 
the originally planned 1.01 million to 1.24 million tons. Sugar 
is in great demand at present and. 190,000 tons of sugar will be 
imported this year. The annual per capital consumption will 
further increase to eight kilogrammes by 1962. In order to 
meet the demand, sugar-cane and beet acreage will be expanded 
from the present 400,000 to over two million hectares, mainly 
by reclaiming wasteland, converting alkaline soil, and opening 
up hilly land. Furthermore, the per hectare yield of sugar-cane 
will be boosted from the present 45 to 82.5 tons and that of 
beets from 15 to 27 tons. 

Total output of cotton is to reach 1,750,000 tons this year, 
an increase of 110,000 tons. Last year’s estimated output was 
around 1,640,000 tons. The increase will be attained by the 
extension of the cotton acreage to 6,020,000 hectares and pro- 
viding the cotton-producing areas with 200,000 tons mo.’e chemical 
fertiliser. The per-hectare yield of one million hectares of 
land are expected to reach this year as much as 750 kilogrammes 
of ginned cotton, which is the highest level set in the draft 
national agricultural programme for 1967. Hopei,:China’s lead- 
ing cotton-producing province, has revised its earlier plans and 
now aims to achieve an output of 400,000 tons, an increase 
of 27.5% more than last year. Chekiang plans to produce 
57,000 tons of cotton on 76,000 hectares of land, to achieve the 
highest levels set in the programme. Shantung is striving to 
attain a total output of 265,000 tons, 25,000 tons more than the 
original planned target for the year and 29.7% more than last 
year. 

Other revised targets were: 168 million tons of coal, 30% 
more than last year, instead of 150,720,000 tons; 24,600 million 


The sales of woollen fabrics dropped 48.2% 
watches 70.8%. f 

Purchase of industrial and agricultural products by 
state and cooperative trading establishments increased by 
12% compared with the same period of last year. Planned 
purchase of grain, calculated together with the six preced- 
ing months, amounted to 95% of the quota set for the 
production year. Many provinces and municipalities fulfill- 
ed the state quota ahead of schedule: Anhwei. eight months 
ahead of schedule; Tientsin, Hopei, Kansu, Honan. Kwangsi 
and Kweichow, seven months ahead of schedule; Peking, 
Shensi, Heilungkiang and Chekiang. six months ahead of 
schedule; and Kiangsu, five months ahead of schedule. Pur- 
chase of cotton, calculated together with the four preced- 
ing months, already exceeded the original target set for the 
production year. The number of pigs purchased was 26.7% 
greater than in the same period last year. A fairly big 
increase was also registered in the purchase of industrial 
gopds, except cotton fabrics. 
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kilowatt-hours of electricity, 28.6% more than last year, instead 
of 22,450 million kwh; and 8.18 million tons of cement, 19.2% 
more than last year, instead of 7,636,000 tons. 


Industrial Expansion 


Peking announced that construction of Shanghai’s first iron 
and steel complex will be launched next month. This iron and 
steel complex will produce 600,000 tons of steel a year, equivalent 
to the total output of the present Shanghai iron and steel in- 
dustry. When completed the complex will produce iron to 
meet the need of Shanghai’s steel industry. Shanghai now de- 
pends on shipments of iron from the Anshan Iron and Steel 
Company, Northeast-China. Shanghai’s chemical, ship building 
and boilers industries will benefit from the production of seam- 
less tubes by this complex. 

Hupeh has started the construction of a new iron and steel 
plant. This plant, which is in Ocheng, east of Wuhan, will 
be able to turn out 180,000 tons of pig iron and, 140,000 tons of 
steel annually by next year. 

A large meat-packing plant in’ Wuchang-Hankow started 
operation recently. Constructed with Soviet help, this plant 
can process 8,000 hogs in two 8-hour shifts (one hog every 7.2 
seconds) and has a refrigerating space for 5,500 tons of meat. 
Besides fresh and frozen meat, the plant also produces sausages, 
lard and other by-products. 


New Products 


China’s first multiple-layer welded high-pressure vessel has 
been trial-produced successfully in the Harbin Boiler Factory. 
This is an important equipment used in ammonia, nylon and 
other synthetic chemical factories. Serial production will soon 
begin. 

» Peking also reported that three types of medium-sized multi- 
purpose tractors have been successfully produced on a trial 
basis at Harbin. With accessories, these tractors can do 
ploughing, hoeing, sowing, harvesting transporting and other 
farm work and can supply power for water pumps, rice machines 
and grass-cutters. With minor modifications, they can also be 
used in paddy fields. One of the three, named “Iron Bull No. 2,” 
ts modelled on the Soviet “DT-24” tractor. It possesses 24 
horse-power and has a maximum speed of 9.8 kilometres per 
hour. The other two kinds, made according to Czechoslovak 
models, are named the “Sungari No. 2” and “Sungari No. 3.” 
An initial plan has been approved to produce more than 2,000 
of these tractors this year. 

In Shanghai, a pharmaceutical plant recently started pro- 
duction of Vitamin B-12 from fermentation waste broth after 
the production of the anti-biotic aureomycin. 

A new type of dyestuff with an active radical has been 
successfully turned out by the Junhua Dyestuffs Works in 
Shanghai. It has good fastness to light, perspiration, washing 
and rubbing and lends extra lustre to the materials dyed with 
it. The dyestuff-is good for cotton, silk, linen, wool and synthe- 
tic fibres and can be handled in low temperature. So far, seven 
different colours have been prepared with this dye and further 
research is still going on to find out more colours and shades. 

High grade panchromatic film is now being manufactured 
by a photographical chemical plant in Swatow; 10,000 square 
metres will be produced this year. 


Scientific Achievements 


In Science, Peking claimed that China’s first 7,000 kilowatt 
atomic reactor of the heavy water type, the biggest in Asia, and 
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THAILAND’S PROBLEMS OF RICE EXPORT 


The problems of rice export of Thailand during this 
year 1958 are not on the side of~demand but on that of 
supply. Inspite of the rather gloomy view presented by 
some writers on the world’s rice trade in future years, there 
is absolutely no worry for the lack of buyers of Thai rice 
during 1958. 
Thai rice are Hongkong, Singapore and Malaya which to- 
gether consume 550,000/650,000 tons of Thai rice every 
year. Thailand has committed to’sell 100,000 tons of white 
rice 25% broken to Pakistan in the year 1958, provided 
that the exportable surplus of Thai rice in 1958 is not 
less than one million tons. Indonesia being in the distress- 
ed state economically will have to buy large quantity of rice 
from Thailand irrespective of price but the only trouble 
is that she has very little foreign exchange available for 
essential imports. At present, the Central Government of 
Indonesia and different local autonomies, such as Sumatra 
and Celebes, buy rice from Thailand through Singapore or 
Hongkong in a sort of barter trade i.e. rubber and copra 
are exported to Singapore and Hongkong (from thence some 
to Mainland China) where foreign exchange is available to 
pay for the rice. In such a way Indonesia has bought 
about 30,000 tons of Thailand/Indonesia Special Quality 
(which is an admixture in equal proportion by volume of 
white rice 15% broken and A-1 Special) for January and 
February shipments, and also the Central Government of 
Indonesia has contracted with the Thai Ministry of Econo- 
mic Affairs for 60,000 tons of Thailand/Indonesia Special 
Quality, for February and March shipments. Philippines 
will: have to import from all sources 120,000/150,000 tons 
of rice during 1958, as a part of her rice crop was destroyed 
by typhoon. Japan will have to buy from Thailand about 
65,000 tons of white rice/glutinous rice. Other buyers such 
as Holland, United Kingdom, Germany, Persian Gulf, Aden, 
East Africa, West Africa, Okinawa and Korea, Ceylon, India 
eee eee 


the 25 million electronic volt cyclotron have been in the main 
completed with Soviet assistance. This year, China will build 
Soviet M-3 type electronic calculators. Another highlight of 
1958 programme for scientific research is the beginning of con- 
struction of Soviet “Besm” type calculators, which can handle 
8,000 calculations per second. Other major items in the field 
of electronics include research in semi-conductors and the 
making of germanium parts, ultra-high frequency technique, 
the carrier system in tele-communications and associated equip- 
ment. 


The Chinese Academy of Sciences now has 68 research 
institutes as against only 31 by the end of 1952. Research per- 
sonnel now numbered more than 5,500 as against 1,292 in 1952. 
In the same period, research was started on the science of 
atomic energy, semi-conductors, low temperature physics, cal- 
culating techniques, superhigh frequency techniques, automatiza- 
tion, titanium metallurgy, gas turbines, chemical hydro-kinetics, 
operations research, thermochemistry and the chemistry of 
fluorine. Foundations were laid or research strengthened in 
scientific branches connected with construction and the develop- 
ment of science in China. They included calculating mathema- 
tics, mechanics, inorganic chemistry, microbiology, geobotany, 
fish ecology, seismology, geochemistry and micropaleontology. 
Research work was intensified in the fields of metallurgy, 
petroleum, high-polymers antibiotics and the science of atomic 
energy. 


The regular and most important buyers of . 


etc. have been purchasing considerable quantities of Thai 
rice every year. Viewing the picture as a whole, demand 
will be definitely in excess of supply in 1958. 


On the supply side, production is estimated by the Thai 
Ministry of Agriculture to be about 6.5 tons of paddy, about 
25% less than the level of 1957. Owing to the abnormally 
hot and dry season during the first half year of 1957, and 
also to the flood “in later months in certain parts of the 
country such as in some areas in North Eastern Region, 
the harvest for 1957/58 is expected to be not so good as in 
the previous years. But it would not be so bad as at first 
thought, because in many districts the crop was replanted 
later on, after the young crop had been damaged due to 
drought in the first instance. At any rate, the harvest has 
been delayed by one or two months, as the full harvest 
season comes now during January and February, instead of 
November and December as in usual years. It is learned 
that the production of glutinous rice is decreased far more 
than that of white rice and that the production of certain 
qualities of good white rice of late maturity is even in- 
creased. In a way it is a blessing, because the overseas 
demand for glutinous rice declines in recent years and also 
the supply of white rice is decreased by less than 25%. 


The latest estimate from the Ministry of Agriculture 
of Thailand states that the exportable surplus of rice for 
1958 is about one million tons, as compared to about 1,570,- 
000 tons during 1957 and 1.2/1.3 million tons during the 
last three years. The estimate may be a bit conservative; 
the writer’s personal opinion is that the exportable quantity 
may be between 1.2 and 1.3 million tons. 


Thus the repercussion of the decrease of rice export 
in 1958 on the balance of payment, and consequently on 
Thailand’s whole economy is tremendous. Rice alone ac- 
counts for 60/66 percent of the value of the total exports 
of Thailand, which are the main source of foreign exchange. 
If she, having a good record level of 1,570,000 tons of rice 
export during 1957, still felt the strain of balance of pay- 
ment problem and of the inherent rising tendency of foreign 
exchange rate, what would happen in 1958? How should 
the Thai Government solve this balance of payment pro- 
blem? Thailand should therefore try to raise the export 
price of rice as much as possible, in order to compensate for 
the loss of foreign exchange due to expected lower level of 
rice export in 1958, as well as to turn the terms of trade 
more in Thailand’s favour. 


It is obviously for this reason, that the Ministry of 
Economic Affairs should raise the export premium (a sort 
of export duty) and consequently the export price of rice. 
It may be argued that the buying countries: would resent 
this. But if we take into consideration the great depen- 
dence of Thailand upon rice export for public revenue and™ 
for the improvement of her agriculture, the buying coun- 
tries should understand the painful circumstances of Thai- 
land. 


Secondly, if international demand is more than supply, 
there will be a phenomenon of “over-export” if Thailand 
allows free export (without export quota) as during the 
first half of 1957 and rice export premium is not to be in-- 
creased. In that case, local'price of rice will be bid to a 
high level by foreign demand for export as against demand 
for home consumption; cost of living will become higher, 
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labour unrest and all sorts of internal trouble would follow. 
How should the Thai Government control and regulate ex- 
port to the optimum level? To achieve this aim the Thai 
Ministry of Economic Affairs can have two alternative 
policies or a combination of the two—i.e. either to continue 
the export quota system or to allow free export with of 
course much higher rice export premium. If the former 
course is taken, it is very difficult to set up fair and just 
principles to allocate export quotas to rice merchants and 
to various buying countries. ‘Corruption and abuses are 
inevitable. The second demerit of quota system is that the 
fluctuation of export price (at present about one and half 
pounds per ton of rice to be exported) due to speculation 
or sudden scarcity of export quota in the market would 
cause the F.O.B. price of rice to jump up and down very 
sharply. Export quotas are not issued regularly by the 
Ministry in a fixed and definite manner. Thus there is al- 
ways rumour or speculation in the market concerning the 
pending issue of quota or its availability in the market. 
Hence the day-to-day fluctuation of the F.O.B. price may 
be very great to the embarrassment of overseas buyer. In 
retrospect the F.O.B. price fluctuation during the period 
of free export is much less than that during the period with 
quota system. The third demerit of quota system, and the 
worst of all, is that it fosters “influential” firms with vested 
interest and discourages free enterprise or economically effi- 
cient firms. If export quotas are allocated on the basis 
of past performance, in the straight jacket fashion there is 
little opportunity for new uprising firms. Moreover, these 
firms which have special ways of obtaining special quotas 
may not be the most efficient ones in the economical sense. 


\ 

The other alternative course to control export level is 
to increase the rice export premium, thus causing the F.0O.B. 
price to go high. By doing so, marginal buyers who are not 
willing to pay such high prices would refrain from purchas- 
ing, or at least not so much, from Thailand. Since rice 
and other foodstuffs such as wheat, barley, maize and other 
coarse grain are substitutable to a certain extent, the much 
higher price of rice would encourage people to eat more 
substitutes than rice. U.S.A. has a large surplus of rice 
and wheat flour to supply to foreign markets. Food-deficit 
countries such as Indonesia, Pakistan, Philippines, India, 
Ceylon etc. would naturally turn to U.S.A. for food supply, 
rather than to Thailand, not only because of cheaper price 
but because of better terms of payment, since U.S.A. allows 
payment to be spread over a long period and in local cur- 
rency.- The argument, that higher premium and _ conse- 
quently higher export price cannot regulate the export level 
throughout the natural adjustment of demand and supply 
in the price mechanism, is not valid at all. Free export 
system with higher premium not only does away with all the 
abuses which are inevitable in quota system as mentioned 
above and encourages free enterprise to ensure the healthy 
state of of the economy, but also bring in much higher 
Tevenue to the Government. The proceeds from rice pre- 
mium contribute a large share of public revenue. Since 
Thailand exports 1-1.2 million tons a year, an increase of 
100 ticals per ton will bring in 100 million ticals to the 
Treasury, which amount can be properly used to improve 
farming, finance farmers etc. At present, the price of 
quota (quota means the right to export and is different from 
the premium which exporters must pay to the Government 
as a sort of export duty) is about one and half pounds, 
which is pocketed mysteriously by some influential politicians 
and is not collected as public revenue. The F.O.B. export 
price is determined in the international rice market in 
accordance with demand and supvly conditions. If at a 
certain F.0.B. price thus determined, the price of quota is 
an economic surplus to the local price of rice and the pre- 
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mium i.e. the higher the premium is, the lower would be 
the price of quota. Thus in view of this rising demand and 
the shortage of supply of rice, the Government should in- 
crease the premium so as to obtain the maximum public 
revenue, otherwise the price of quota, which reflects the 
scarcity of quota in the market, will go up correspondingly. 
The argument against the increase of premium on the ground 
that the high premium will have the depressing effect on 
the local price of rice and consequently on the income of 
farmers is not at all valid because (1) the high premium 
will have the much greater depressing effect on the price 
of quota than on that of local price of rice or paddy which, 
quite different from quota, has cost of production and (2) 
most of the farmers would have sold the main part of 
their paddy stock, after keeping a part for home consump- 
tion, to paddy dealers shortly after harvest, so that the 
increase of premium at this time would not be much against 
the interest of farmers, but perhaps against that of paddy 
dealers, who fortunately bought the paddy at low price 
during the harvest season. It seems that politicians who 
use this argument wish only to gain popular votes from the 
country; it is a political consideration rather than an 
economical one. 


Very unfortunately, it seems that the Thai Economic 
Ministry has been taking the course of controlling export 
through the means of quota system and that, worst of all, 
its policy has not been definite and steady. On the 28th 
December 1957, the Ministry announced that (1) as effective 
from the 2nd January 1958 rice merchants who have sold 
rice abroad could apply for rice export licenses which would 
expire on the 31st January, (2 applicants must pay the 
full amount of the premium to the Ministry within three 
days after approval of export license and (3) the premium 
rates were to remain as they were i.e. 935 ticals for white 
rice 100% whole to 20% broken and 470 ticals for white 
broken rice. This was virtually the abolition of rice export 
quota system and the revival of free export policy. But it 
was only a temporary measure for January, which was the 
transitional period pending the formation of new Govern- 
ment, and the appointment of new Minister of Economic 
Affairs to consider fully the new export policy for February 
onwards. It was a regret that the authority failed to see 
beforehand that the temporary free export policy uncoupled 
with higher premium would cause the local price of rice 
to rise sharply during the month of January which caused 
chaotic conditions in the export market and much hard- 
ship to rice-millers and exporters. By the middle of 
January, it was clear that the free export policy could not 
be long maintained, as the Ministry restricted the issuing 
of export licenses. In addition to the ban on exportation 
of white rice 25, 30, 35, 40, 45, 55 percent broken which 
had been enforced since the second half of 1957, the Minis- 
try suspended the further issuing of export license for 
Philippine Special Quality, A-1 White Broken Rice and par- 
boiled rice, owing to “over-export”? of those three grades 
and tight supply during January. 


Thailand exported about 180,000 tons during January. 
If this high rate of export is to continue, Thailand will not 
have much rice to sell during the second half of this year. 
Hence the Ministry endeavoured to limit the quantity for 
export during February to the level of about 120,000 tons. 
Out of this quantity, the Ministry allocated 65.000 tons 
to the rice-millers and exporters in accordance with and in 
proportion to their respective exported quantities from 
January to June, 1957, there were also the outstanding 
government contracts of about 300,000 tons of Indonesia 
Special Quality to Indonesia. For those 65,000 tons the 
rice merchants discuss the allocation among themselves. 
There were also certain quantities of special quotas issuec 
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It seems that the Ministry is taking the course of 
quota system to control export. The premia have not been 
increased due to political pressure; this causes the Govern- 
ment to lose the opportunity of collecting higher public 
revenue. 


Ill 


Thirdly, during the recent years there is a strong 
tendency and a good economic reason too, for rice mills to 
be set up up-country, the rice producing areas, instead of 
in Bangkok. The milling rate of Thai rice being 65% (i.e. 
65 kilograms of rice and rice bran are obtained from every 
100 kilograms of paddy), there is an economy of saving the 
transportation of 35% of the weight of paddy if the paddy is 
milled at the source of supply rather than at Bangkok for ex- 
port purpose, especially so when transportation is slow and 
difficult in Thailand. Rice-millers up-country can obtain and 
select the paddy at will before those in Bangkok, because 
paddy dealers have more intimate and personal relation- 
ship with rice-millers up-country, and are more willing to 
sell the paddy in boat loads immediately to the nearby mills 
on account of the quick turnover thus saving interest cost, 
and the elimination of the risk involved during the several 
days of journey to Bangkok. Labour cost up-country is also 
cheaper. It often happens that mills at Bangkok have not 
enough paddy supply. Thus the milling industry in Bangkok 
is declining and giving place to that up-country. About 40 
years ago, more than 80 percent of the rice for export was 
milled in Bangkok from the paddy from up-country whereas 
most of the rice for export is now milled up-country and the 
milled rice is transported to Bangkok by cargo-boat or by 
railway. ‘The Central Plain accounts for about 51% of the 
rice production of the whole country; the main production 
in that region is of the non-glutinous type, or white rice 
(96%). Of the four rice producing areas—(1) Central 
Plain, (2) North-Eastern Region, (3) Northern Region and 
(4) Southern Region, the Central Plain is the region which 
had the most surplus rice for export whereas the North- 
Eastern Region (about 29% of total production) comes next 
in importance for export, mostly of glutinous rice, while the 
Northern Region (in the three main valleys Chiangmai— 
Lampoon Valley, Chiengrai—Lampang Valley and Prae— 
Nan Valley) and the Southern Region can hardly have any 
exportable surplus. As rice-mills are situated on river banks 
for easy and economical transportation, river transporta- 
tion in cargo-boats is an important problem in the Central 
Plain. Sometimes there are not enough cargo-boats to move 
the rice stocks down to Bangkok. There are no rivers flow- 
ing from the North-Eastern Region through Bangkok to the 
Sea; so the only transportation is by railways. About 1,200 
tons of paddy and rice are transported to Bangkok every 
day from different parts of the country including the Central 
Plain, the North-Eastern Region etc. Scarcity of railway 
wagons causes difficulties to rice merchants to cope with 
the export requirements; they have to pay “black-market” 
transportation rates to obtain the wagon space. The World 
Bank has been helping and financing the State Railway of 
Thailand to improve the railway system and to increase the 
number of wagons. Obviously the railways have to be much 
modernised and equipped so as to stimulate production parti- 
cularly so if Thailand desires to extend her cultivated area. 


‘IV 


Fourthly, there are the godown or storage problems up- 
country, as well as in Bangkok. Up-country, some of the 
godowns have not even proper shelter from rain, and are 
full of rats, worms and birds. The annual loss of paddy 
due to such improper storage is tremendous. When the 
paddy thus damaged by rain water is stored for sometime, 
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the part nearest to the ground is liable to deteriorate in 
quality which is the cause of what the Japanese buyers 
call the “yellow grain problem’. Even in Bangkok, the 
big godowns for loading rice for export are dusty, 
dirty, sometimes leaking and full of rats and insects. Due 
to the abnormally high interest rate, 14%—2% per month 
there is no incentive of the rice merchants or the godown 
proprietors to invest money in rebuilding good godowns. 
Moreover in this seller’s market, when the turn-over of the 
rice stock at the godowns is very quick due to the prompt 
sale and delivery for export, the rice is not usually stocked 
in the godown for a long time. Hence the rice will not much 
deteriorate even though the godowns are bad. But from 
the long term point of view, there is the danger that the 
buyer’s market will one day return and consequently such 
existing godowns are too bad to keep the rice stock. It is 
the opinion of the writer that the Government should make 
a special tax on rice export so as to provide a certain capital 
fund for financing rice merchants to build modern godowns 
and rice-mills at relatively low rate of interest of, say, 9% 
per year. If, for instance, ten ticals are to be collected for 
every ton of rice exported, there would be about 120 million 
ticals to be accumulated every year. Rice merchants them- 
selves control this common pool of capital fund and those 
who pay the most such export taxes should have the largest 
voice to vote for the allocation of such fund. Inspectors 
organised by rice merchants and Government officials in a 
democratic way should inspect the godowns, decide who 
should have the first priority, suggest ways and means of 
improvement and see whether the fund thus borrowed is 
really for the purpose of rebuilding and modernising the 
godowns or rice-millers and not misused in some other ways. 
Priority should be given to those godowns at Bangkok for 
export purpose and then gradually the scheme is to be ex- 
tended to up-country. Funds thus borrowed must be return- 
ed to the Central Pool on instalment basis. In this way, 
the fund is self-revolving and accumulating a bigger amount 
year by year in order to extend the scheme further. 


Vv 


Fifthly, rice-mills should be modernised by means of the 
above-mentioned scheme. The following statistics presented 
by the Ministry of Agriculture and the Ministry of Economic 
Affairs provide a bird’s eye view to the distribution of 
rice mills in Thailand although their respective milling 
capacities are under-stated and hence unreliable: 


Rice Production and Export of Thailand 


1947—1955 

Year Cultivated Harvested Paddy Average Export tons of 

Area Area Yield Yield Polished rice 

Hectares Hectares Metric tons Kg./hectare 

1942 4,398,626 2,894,534 3,868,805 1,336 Duetowar 
1943 4,314,722 3,942,919 5,702,004 1,446 condition 
1944 4,240,371 3,963,339 5,107,635 1,288 no report 
1945 3,942,395 2,961,546 3,699,322 1,249 194,950 
1946 3,981,995 3,509,134 4,442,271 1,265 455,127 
1947 4,825,005 4,304,143 5,506,432 1,279 384,322 
1948 5,211,749 4,929,905 6,835,173 1,386 803,305 
1949 5,268,216 4,962,584 6,683,760 1,347 1,204,938 
1950 5,539,980 5,294,625 6,781,615 1,281 1,508,286 
1951 5,959,259 5,736,208 7,325,396 1,277 1,612,096 
1952 5,368,121 5,130,208 6,602,089 1,287 1,442,878 
1958 6,171,933 5,930,848 8,239,402 1,389 1,384,354 
1954 5,557,154 4,523,861 5,708,998 1,262 1,022,640 
1955 5,769,573 5,375,674 7,333,611 1,364 1,243,260 
1956 data not available yet 8,290,859 1,237,986 
1957 1,570,000 
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Distribution of Rice Production in Thailand 
Percentage Percentage of 
of total Total Rice 
rice acreage Production Remark 
in Thailand in Thailand 
Central Plain 44 51 93% of rice grown in 
non-glutinous i.e. white 
rice 
North Eastern 15% of rice grown in 
Region 43 29° glutinous. 
Northern Region 6 10 93% of rice grown is 
glutinous. 
Southern Region 7 9 only white rice 
100 99 
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land and being exploited by absentee landlords, as existing 
in other Asiatic countries. Thus the basis of social rela- 
tionship in the Thai farming community is sound enough, 
which will provide a good and important background for 
the progress of agriculture in time to come. 

However, credit facility provided to the Thai farmers 
is rather limited and sometimes in the hands of money 
lenders at high rate of interest, who are at the same time 
paddy dealers, or influential people in the local district. 
Paddy dealers often advance money to farmers during the 
growing season, who have to return it in kind plus high 
rate of interest after harvest. Actually that high rate of 
interest includes to a large extent an element of risk. 
Although the Thai Government have the sincere desire of 


Numbers of Rice-Mills and Their Milling Capacities in Terms of Metric tons of Paddy per 
Working Day of 24 hours 


5 Tons or less 5 to 30 Tons 30 Tons or more All sizes 

Total Total Total Total 
Number Capacity Number Capacity Number Capacity Number Capacity 

entra lie Pain: gees in ee eee 1,429 1,244 17,736 227 25,596 2,026 44,761 
North-Eastern Region 1,528 430 3,920 85 5,665 1,163 11,113 
Northern Region  ....x....-.----- 2,802 223 2,223 33 2,317 1,500 7,342 
Nouthern Regionig sc eee eee 2,201 282 2,552 25 3,408 1,378 8,161 
Whole Kingdom Total 7,960 2,179 26,431 370 36,986 6,067 71,377 


Source: Ministry of Agriculture and Ministry of Economic Affairs of Thailand. 


Note: Only the numbers of mills as shown above are reliable. 


The capacities of mills are much under-stated because the rice-mills usually declare their milling capacities to the inspectors 
of the Ministry of Agriculture at the figures much below reality for fear of business tax and other taxes. 


It is clear that (a) the Central Plain being the most 
fertile region has the biggest yield per unit of land, pro- 
duces the biggest quantity of white rice for export, has 
the largest number of rice mills and has the highest percent- 
age of big mills; no wonder that it is called the ‘Rice 
Bowl” of Thailand, (b) the Northern Region and Southern 
Region produce mainly for home consumption and little for 
export and as a corollary the rice-mills are relatively small 
in size and (c) the North Eastern Region has rather a low 
productivity per unit of land, but produces the most glutin- 
ous rice for export—also many of the rice mills are small 
in size. 

There is no systematical survey of the age of the rice- 
mills. But many of the rice-mills are more than 20/30 
years old and obviously not efficient enough. Small rice- 
mills up-country have very crude equipments. There are 
two main reasons for the old age of the milling equipments. 
Firstly, as stated above, interest rate is high so that it is 
not worth while to make new investment. Secondly, the 
technical process of milling rice has not been much inno- 
vated or improved during the recent years not only in Thai- 
land but also in- the world as a whole. Thus there is no 
economic force to knock out the old mills and to make room 
for the new ones. Again the present writer proposes the 
“Central fund” scheme to modernise the rice-milling in- 
dustry. 


VI 


; Sixthly, we come to the fundamental problems of culti- 
vation or production. About 72 percent of the total popu- 
lation of 22.8 millions are rice farmers. More than 80 per- 
cent of them own their farms with an average size of about 
25.6 rai (6.25 rai equal to one hectare). So there is no 
acute social problem of the farmers not owning their own 


providing credit loan to farmers by setting up co-operative 
societies, the real work done or its effectiveness is very 
limited due to bad adminiStration. Influential people in the 
local district get the loan from the officials while the simple 
farmers who know nothing about loan, security, contract 
and all such procedures cannot do so and still depend upon 
money lenders who sometimes obtain the capital from the 
Cooperatives at low interest and re-loan to the farmers at 
high interest. Farmers banks and co-operative societies to 
be set up in rural districts throughout the country are very 
difficult to be administered properly. Those officials must 
be well trained and have a liking for the countryside and 
the people, while on the other hand the farmers must be 
better educated and organised in the co-operative system, 
which is of the democratic nature. Farmers banks set up 
in Bangkok and other cities must be such as to absorb the 
deposits of the people so as to pool the social capital for the 
common good. 


As regards the technical improvement in agriculture, 
the Irrigation Department has already completed the Chainat 
Damon Chao Phya River which will irrigate the wide area 
of the Central Plain, and increase rice and other crop pro- 
duction. The application of chemical fertilizer, the better 
selection of seeds, pest control, the mechanization of farm- 
ing and other scientific methods of cultivation are all the 
aims of the Agricultural Department but unfortunately 
they have not been carried out in practice yet, due to the 
lack of capital, personnel and above all the real understand- 
ing of the farmers themselves. It is of fundamental im- 
portance for the Government to> educate the farmers to 
appreciate modern science and democratic organisation. 
Rice farming does not lend itself easily to mechanization 
because heavy tractors and equipments would sink in the 
soft-muddy rice field but these technical difficulties can be 
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PROBLEMS AND DIFFICULTIES OF INDONESIA 


By Sutan Sjahrir 


The population of Indonesia is estimated at eighty 
million, with fifty-two millions living on Java. There are 
twelve million inhabitants on Sumatra, three and a half 
million on Borneo, and six million on Celebes. Thus Java, 
with only seven per cent of the whole land area of Indo- 
nesia, has about 68 per cent of the archipelago’s population. 
If Java is overpopulated, with around 1.058 persons per 
square mile, the other islands are too sparsely settled. 
Sumatra has no more than 65 persons to the square mile, 
and the average for the whole of Indonesia is only around 
109. The present annual population increase is estimated 
at about 14%%. For the other islands such an increase is 
hardly perceptible, except as an augmentation of the labor 
force, but for Java it means a constant increase in the 
already tremendous population pressure. Among the eighty 

- million people living in Indonesia are an estimated three 
million of Chinese ancestry and far smaller groups of Dutch, 
Indo-Europeans, and Arabs. While the Dutch have been 
leaving Indonesia since Independence, Chinese immigration 
has not stopped, and the Chinese population is growing. 


The unity of Indonesia as a nation derives from a close 
linguistic affinity between the various groups spread over 
the thousands of islands, from a common history, and, to 
some extent, from common traditions throughout the ages 
and especially after the coming of the Portuguese and the 
Dutch in the sixteenth and seventeenth centuries. Before 
the arrival of the Westerners there had been constant con- 
tact with both India and China. Hinduism and Buddhism, 
and later Islam, came to Indonesia via India. Some nine 
tenths of all Indonesians are now Muslim, but before the 


overcome as ‘the U.S.A. farmers are doing now on large 
scale rice plantations. Recently, large tracts of land in 
Australia are being turned into rich rice fields: with U.S.A. 
capital and techniques. In the next few years Australia 
will be in the position to export rice to compete with Thai- 
land. Thailand must revolutionise her way of farming 
otherwise there is no future for her rice export in another 
20 years time. 


Besides, population of Thailand is at present estimated 
at about 22.8 millions. With the increase in population of 
about 2% per year, Thailand will have no more exportable 
surplus of rice after about thirty years’ time, according to 
the prediction, of some experts on population and agricul- 
ture. So the long run problem is how to increase produc- 
tion by intensive as well as extensive cultivation. After 
the second World War, the rice cultivated area was ex- 
tended from about 4 million hectares in 1946 to about 5.8 
million hectares in 1956; however during the recent four 
or five years there was no further extension of cultivated 
area and the policy of the Government is to encourage in- 
tensive cultivation rather than extensive one. Apart from 
increasing rice production, Thailand should cultivate and 
develop some other crops for export such as jute, cotton, 
peanut, greenbean, kapok, castorseed, maize, tapioca flour 
etc. so that Thailand will have a diversified economy rather 
than depending too much on one commodity, rice. So much 
has to be done but so little achieved. Time and tide wait 
for no man. 

— S. Y. Lee (Bangkok) 
(M.Sc. Cantab.) 


coming of Islam in the thirteenth century there was a 
period when most Indonesians were Hindu. A_ curious 
remnant of that age is to be found on Bali, where most of 
the people are still Hindu. Another relic of the Indian 
influence is the large number of Sanskritic-root words in 
the Javanese language. 


From time immemorial traders were attracted to the 
Indonesian islands by the spices to be found here. Java 
was traditionally renowned for its rice and the Moluccas 
for their nutmeg and cloves, and long before the arrival of 
the adventurers from the West there was a lively trade 
with India and China in all these products. So far as is 
known this trade never gave rise to large-scale warfare. 
Nor were either the older Indian religions or Islam spread 
by the sword, but by pacific trade contacts. Relations with 
other lands took on another character only after the ap- 
pearance of the Westerners. The history of the Dutch East 
India Company in Indonesia was one of trade coupled with 
violence, cruelty, and treachery. The populations of whole 
islands were exterminated for the benefit of the Nether- 
lands’ spice trade. The existing Indonesian states decayed, 
and in the course of the following centuries the Dutch 
were able to construct their colonial empire on the ruins 
of the old principalities. Yet it was a long struggle; not 
until early in the twentieth century was the last Indonesian 
state—Ache in northern Sumatra—brought to heel after a 
prolonged war. 


= = * * 


But even while the Dutch were congratulating them- 
selves that they had established their authority throughout 
the archipelago, a new Indonesia was being born. Every- 
where in Asia—in Japan, in China, in Turkey, in India, and 
before long in Indonesia as well—the spirit of nationalism 
was rising. It was the awakening of Asia. In 1908 a 
group of Indonesian intellectuals formed the Budi Utomo 
(High Endeavor) movement, with the aim of aiding in the 
advancement of the Indonesians on Java. And in 1911 the 
Sarekat Dagang Islam (Society of Muslim Traders), was 
founded, which soon developed into a nationalistic mass 
movement. Almost as rapidly as Dutch and other foreign 
capital transformed the face of Indonesia with plantations, 
railroads, modern roads, and harbors, the way of life of the 
Indonesian people also took on new forms. There emerged 
a modern nationalist movement, striving towards freedom and 
a new unity of the Indonesian people. The goal was in- 
dependence. 


The: modernization of Indonesia brought with it labor 
and other social problems. After the First World War 
labor unions were founded—the largest of them the or- 
ganization of railwaymen and the strongest that of pawn- 
shop workers. There were strikes. The colonial adminis- 
tration did not have the vision to move with the times; it 
simply tried to suppress these new forces. To be sure, 
there were a few Dutchmen who counseled the gradual 
transfer to native Indonesians of some responsibility for 
the course of affairs in the country, but in general little 
was done in that direction. 


As a result the popular movement swung sharply to- 
wards radicalism. In the Sarekat Islam, originally a move- 
ment with a religious background, there developed a left 
wing which tended more and more towards radical, even 


558 


revolutionary, socialism. In consequence, increasing ten- 
sions developed within the movement itself, and they were 
encouraged by the colonial administration. In 1921 there 
was an open split, and from the left wing the Communist 
Party of the Indies was born. Most of the party’s initial 
leaders had been prominent in the Sarekat Islam, while 
Dutch Communists, who had been in close contact with 
Sarekat Islam’s radical elements, provided Communist 
theories and the “party line.” 


Umtil the second half of the nineteenth century the 
Dutch had viewed Indonesia and the Indonesians only as a 
source of profits—whether through the trade of the mono- 
polistic East India Company or (after the Company was 
disbanded and succeeded by the Dutch government) through 
such programs as the compulsory cultivation of coffee. There 
was little concern for the lot of the people as long as they 
were no. obstacle to the making of profits. There were prac- 
tically no social serviges, few schools, and very little public 
health care in Indonesia. 


In the latter part of the nineteenth century the tide 
began to turn. Such enlightened Dutchmen as Multatuli 
and Van Hoevell raised their voices for the oppressed and 
“maltreated” Indonesians. There was a campaign for free 
labor and free admission of capital in Indonesia. But it was 
only early in the present century that the most profound 
changes came, accelerating the pace of Indonesian life. New 
plantations, intensive oil drilling and mining, and an in- 
crease in trade brought better communications in the in- 
terior, then more attention to local administration. Schools 
were opened for the ordinary Indonesian, who had to be 
trained to operate machines, where before, going to school 
had been a privilege of the native nobility and higher offi- 
cialdom. 

Faithful to the tradition of interfering with the 
“natives” as little as possible—as long as they were willing 
to work—the Dutch seldom came into direct contact with 
the people of Indonesia; they controlled them through the 
local feudal rulers. This system of indirect rule became the 
basic pattern of the Dutch colonial administration in Indo- 
nesia. It was divided into two parts—the European ad- 
ministration, replenished from the Netherlands, and the so- 
called native administration, recruited chiefly from the Indo- 
nesian feudal nobility (for a long time the principle of 
heredity determined succession in the native administra- 
tion). There was, of course, a difference in the level of 
education and training of the two corps of administrative 
officials. And a native official could not be considered for 
a position in the European administration, so that it was 
all but impossible for an Indonesian to attain a very high 
rank. This state of affairs continued until the last decades 
of colonial rule in Indonesia. 

After the First World War a sort of representative 
council was created, with its members (some of them Indo- 
nesjans) appointed by the Governor General. It was not 
until shortly before the beginning of World War II that 
this council—in practice an advisory body only—obtained a 
native majority. In short, the Dutch colonial administra- 
tion was extraordinarily chary of providing Indonesians with 
the opportunity to gain practice and experience for the 
tasks with which they found themselves faced after the 
Japanese occupation. 

Before the war most Indonesians—and this was true 
especially for Java—were illiterate peasants and coolies, 
plus a small group of minor officials and office workers. 
There were very few Indonesian shopkeepers or indepen- 
dent businessmen. The Chinese made up the middle class, 
while large-scale capital investment—in the big plantations, 
the oil and mining companies, the shipping firms, the banks, 
the wholesale trade—was exclusively non-Indonesian. Nor 
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has this economic picture changed greatly since Indepen- 
dence. Economic and social differences in Indonesia still 
largely coincide with racial differentiation. 

Nationalism in Indonesia is anticapitalist—largely 
because capitalism was Western, and, specifically, Dutch. 
This is also one of the reasons why in Indonesia nationalism 
and Communism can go hand in hand. Nationalism in Indo- 
nesia gains its chief support from an impoverished popula- 
tion, while capitalism is chiefly non-Indonesian, whether 
Western or Chinese. As a result of economic and social 
competition, racial differentiation has been accentuated and 
distorted into racial antagonism. ‘Consequently it is easy 
for the Communists to present their anti-imperialistic and 
anticapitalistic agitation under the guise of patriotism and 
nationalism, and it is no simple task for the nationalists to 
detect the true nature of Communism. 

But, to put events in proper perspective, when the 
independence of Indonesia was proclaimed on August 17, 
1945, it was the Socialists, not the Communists, who pre- 
dominated in the leadership of the new state. The Pantja- 
Sila, or Five Principles set forth in the proclamation were 
intended as the basis for a welfare state in which social 
justice in the socialist sense should prevail. 

The force of the anticolonial and anti-Dutch revolution 
of 1945 took the Netherlands completely by surprise. The 
Dutch had failed to assess the true strength of the inde- 
pendence movement and could not adjust their thinking to 
the kind of peaceful settlement which the British accorded 
India. As a result the colonial regime in Indonesia met 
its end in what was for the Dutch a less than honorable 
way. After the Netherlands had twice attempted to sup- 
press the revolution with military force, negotiations for 
the transfer of sovereignty took place under the auspices 
of the United Nations, and it was in bitterness towards one 
another that Indonesians and Dutch took their leave of 
the colonial past. 

= * * = 


It was only after the transfer of sovereignty from the 
Dutch to the Indonesians late in 1949 (for the Indonesian 
part of New Guinea—West Irian—an odd interim solution 
was found) that the tragic consequences for Indonesia of 
the short-sighted colonial policy of the Dutch were felt to 
the full. ‘The administrative and political experience of the 
Indonesian people proved inadequate to cope with the chaotic 
conditions which ensued. Everything seemed disorganized. 
How could it have been otherwise? There had been two 
military conflicts—first against the Japanese and then the 
revolution itself. There had been, as well, any number of 
minor political antagonisms and clashes. Then there was 
the confusion surviving from two complete but opposing ad- 
ministrations and civil service corps. Finally, the recently 
hostile armies—the revolutionary army of the Republican 
government in Jogjakarta and the army of the colonial 
Dutch Federal government in Jakarta—had to be amalga- 
mated into one. At the outset, to solve these problems, and 
the serious financial difficulties facing the state, the Indo- 
nesians seemed able to offer little more than fruitless poli- 
ticking. It was the general inclination to throw all the 
blame for such seemingly insurmountable obstacles onto 
the Dutch. 

Now, we are still wrestling with essentially the same 
difficulties. The administration is overstaffed for its task. 
There are five times as many officials as there were in the 
prewar colonial bureaucracy, and far and away the largest 
share of the government budget goes to pay civil service, 
army, and police salaries. Even so, the salaries paid for 
government posts are far from adequate to meet the con- 
stantly rising cost of living; corruption is as a result un- 
avoidable. Some officials misuse their authority to obtain 
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extra earnings for their own pockets, and the large amount 
of state interference in economic affairs, inherited from 
the Dutch, provides highly fertile soil for the growth of 
corruption. The whole of economic life is carried on in a 
large part via government offices and official papers. 


In that economic life, trade is central; the state obtains 
most of its revenues by levying heavy duties on imports 
(for many items as much as 200 per cent) and (to a much 
lesser extent) on exports. And these duties make for high 
prices. But the chief source of inflationary pressure is 
undeniably the relatively excessive nonproductive expendi- 
ture of the government. The deficit is ever rising and 
reaching astronomical figures. The government has been 
covering these deficits by bringing into circulation new 
money obtained as loans or advances from the Bank of 
Indonesia, but how long can that go on? 


In recent years world market conditions have often 
been against us. We have not always been able to sell our 
raw materials abroad at a profit. Except for oil, exports 
have not risen as much as we had hoped. Some have even 
fallen off. Nor does the nationalist policy of discouraging 
foreign interests from owning or controlling Indonesian 
firms help to increase trade. 


To find a way out of this peculiar situation an effort 
is being made to transform the economic structure of the 
country so that Indonesia will become less dependent on 
the export of agricultural products. The major step in this 
direction must, of course, be industrialization. There has 
been a great amount of talking’and writing on the subject 
in Indonesia in recent years, but, unfortunately, little has 
been done. With the aid of specialists provided by the UN, 
a Planning Bureau has drafted various plans, but, more often 
than not, the government has not been able to carry them 
through. ‘The chief trouble is the shortage of well-trained 
personnel on every level, from the manager to the skilled 
worker. 


Another factor that is now being felt more and more 
is the basic lack of capital. There is no money to finish 
many of the large state projects already begun, let alone 
start others. For private enterprise, too, monetary diffi- 
culties make it far from easy to work in the direction of 
industrialization. The importation of capital goods essential 
for new industry can seldom be assured by the government. 
Nor can we attract enough foreign experts. Thus, the past 
years have yielded few concrete results from the plans for 
the encouragement of industrialization. And—except for 
the oil companies—what little industry there is bitterly be- 
moans its lot. 


. * = s 


The total picture Indonesia now presents is not en- 
couraging. We are still wrestling with the same old ad- 
ministrative problems. The army and its morale can hardly 
be called ideal. Corruption is spreading further and further 
within the civil service. Financial and economic difficulties 
are accumulating at an alarming rate. And add to these 
the fact that in many territories such as Sumatra, West 
Java, and Celebes there has been armed resistance against 
the government. 


In the face of these great difficulties and problems the 
activities of many of the political parties appear nothing 
more than fruitless—futile botch-work, rather aggravating 
the situation than alleviating it. The one party now 
chuckling to itself over the situation is, of course, the 
Communist party, which no doubt hopes it will before long 
have its inning at’ bat. The Communists supported the 
earlier Ali Sastroamidjojo (Nationalist) government, be- 
cause they believed it would lead the country into a blind 
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alley more quickly than any other. The Communists then 
opposed the subsequent Harahap regime (coalition of the 
Masjumi, Socialist and other parties) because of its pro- 
Western leanings. The Communists will continue their mili- 
tant opposition to any government. 


Indonesia’s activities in the field of foreign affairs must 
be seen in the light of her domestic problems. One key 
policy has been to lay emphasis on the unsatisfactory rela- 
tions with the Dutch, because they still occupy so pre- 
dominant a position in Indonesian economic life. Thus, the 
West Irian question has become a critical issue. We long 
for the world to grant the justice of our case and lend us 
support in our controversy with the Dutch. The feeling 
that not only in West Irian but everywhere the Dutch are 
still blocking the road to Indonesia’s development and pro- 
gress, especially economically, is very strong. It is, in fact, 
at the core of nationalist sentiment. 

Yet, let us recognize it, this point of view is itself an 
obstacle to progress, one which prevents us from becoming 
aware of our own shortcomings and thus of the real nature 
of our dilemma. For what the people of Indonesia now 
need most of all is more knowledge and more skill: more 
knowledge of the present situation with all its problems 
and difficulties, and more skill to solve them. With time 
and experience this is sure to come, but for the moment we 
seem to be losing the race with time. We still do not 
know where and how to begin, and meanwhile the problems 
are piling up. 

One bright spot in all this is that our country people 
have not yet been greatly disturbed by all these problems 
at the government level. The people in the desa, or vil- 
lage, produce their own food, and do not have so many needs 
from the outside world. The desa has shown in the past 
that it can survive without money. In our national exist- 
ence, then, it goes to make up a vast area where the ten- 
dency toward stability and order is at its greatest. Only 
in the regions where there are rebels and guerrillas operat- 
ing is the desa in turmoil. Provided the areas of turbulence 
do not expand, the order and stability of the desa will prove 
the factor able to prevent the complete national chaos the 
Communists are so hoping for. 

And as long as that is true, there is still time for us 
to make up for our shortcomings. We can concentrate on 
obtaining more knowledge and understanding, and greater 
efficiency in the government of our state, and on gaining 
more skills, managerial and labor alike, for a more modern 
economy. Then we shall be able to make the state’s ad- 
ministration more efficient and its financial basis sounder— 
both of which are definitely preconditions for securing the 
capital and capital goods we shall be needing in constantly 
increasing quantities. 

From a long-range point of view the chances for the 
fulfillment of both these conditions are not unfavorable. 
The Indonesian people—that is to say, the people in the 
desa and the masses in the cities—are calm, hard-working 
people with many fine qualities. They can hardly be held 
responsible for the difficulties now facing Indonesia. The 
people, if given a chance, will be able to assume a share— 
if only a small one—in responsibility for the course of 
affairs. Up to now it has been only the intelligentsia, the 
politicians, at ‘best the literates, who have been responsible. 
With their lack of knowledge and experience, the politicians 
may lead the new Indonesian state into a deadlock; never- 
theless one is certainly justified in believing that the people 
as a whole will muster the strength to help the country find 
its way. The Communists, who believe that Indonesia’s 
existence as a nation will end in complete fiasco, are able 
to do so only because they underestimate the regeneral- 
ing strength of the Indonesian people. 
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DEVELOPMENTS IN SINGAPORE 


200,000 New Citizens 


The Citizenship Registration Scheme has continued to 
work smoothly and by the end of December after 2 months 
of registration, 200,000 had already registered. The in- 
terest continues and a further 100,000 are expected to re- 
gister before the end of January, the latest date by which 
the names of new citizens can be added to the electoral 
register for the Legislative Assembly elections in 1958. 
Registration has been made easier for Indian citizens as a 
result of the recognition by the Indian Government of the 
citizenship of Singapore. This allows to be brought into 
operation the clause in the Citizenship Bill which allows 
claims after 2 years residence from citizens of Common- 
wealth countries recognising Singapore citizenship. In an- 
nouncing this in the Legislative Assembly, the Chief Minis- 
ter, Mr. Lim Yew Hock, pointed out that there was not full 
reciprocity as the Indian Government retained a discretion 
in awarding citizenship to Singapore citizens which Singa- 
pore had not taken in relation to Indian citizens. Never- 
theless “in recognition of the role of the Indian community 
as an integral part of our society, reciprocal recognition 
had been given. 


Sir William Goode as Governor 


Sir William Goode arrived on December 9th as the new 
Governor of Singapore—and the last, for under’the new 
constitution a Malayan Yang di-Pertuan Besar will be 
appointed as Queen’s Representative while a High Commis- 
sioner will carry out the responsibilities of the U.K. Govern- 
ment for the external defence of Singapore and its in- 
ternal relations, less culture and commerce which will be 
devolved on to the Singapore Government. In his speech 
of welcome, following the reading of the Commission of 
Appointment by the Attorney-General, the Chief Minister 
Mr. Lim Yew Hock said that Sir William came to them 
as one they had come to know and admire as a colleague 
who had played a full and active part in the Council of 
Ministers and the Legislative Assembly as one of the Minis- 
terial team. ‘This relationship could not have been built up 
with someone new to Singapore. Sir William had come 
neither to lay down nor carry out a new policy but “pri- 
marily to join us in writing the last chapter of Colonial 
Singapore and beginning the first chapter of the new book 
of our full internal self-government in the State of Singa- 
pore.” But that did not mean that the responsibility was 
less or less arduous for the Ministers or for the new 
Governor—‘We must keep our eyes and our minds on the 
events and portents of the days which divide us from our 
goal and be on guard for hazards and pitfalls in our way. 
During these months, Sir William will sit as President of 
the Council of Ministers, giving us his advice, but accept- 
ing the constitutional logic of the collective responsibility 
of the Council of Ministers and of its ultimate responsibility 
to the Legislative Assembly. His duty as a constitutional 
Governor in a teen-age constitution is not an easy one. To 
make this constitution work—and work visibly—in the in- 
terests of the people of this effervescently vital community 
requires a co-operative effort from Governor, Ministers, 
Assemtlymen and public; but Sir William has learned his 
political lessons in the same school of hard practice. He 
has shown himself a loyal member of the team of Govern- 
ment though his position in the field has changed, but not 
his vigour, his enthusiasm not his loyalty.” He concluded 
with a pledge of dedication “to the services of the people 


of Singapore, and to the task of building here a community 
in which the arts and commerce, the initiative of youth and 
the experience of age, the restlessness of creation and the 
stability of achievement will be blended to add yet prouder 
achievements in the future to the proud successes of our 
past.” 


Sir William in reply said that when he had first ar- 
rived in Singapore 26 years ago he little knew he would 
become Governor, “and at so historic a time for Singa- 
pore.” It would be his task to hand over full responsibility 
for Singapore’s internal affairs to a fully elected govern- 
ment under a Prime Minister; and shortly afterwards to 
hand over Government House, symbolic of the position of 
the Head of State, to a Malayan born Yang di-Pertuan 
Negara.” He too spoke of the co-operation with Ministers, 
and expressed his admiration for their work and his privi- 
lege in serving under the leadership of Mr. Lim Yew Hock 
whose leadership, his sense of moderation and tolerance, 
above all his unquenchable good temper and his lively sense 
of humour, have welded his Ministers into an effective team 
which has steadied Singapore on its course towards self- 
government. 


Of the Rendel Constitution he said it had served its 
purpose in proving that Singapore could produce men to run 
the government and that the responsibilities for the quality 
of government lay with the ordinary people of Singapore in 
whom he had great faith. “I have seen them in adversity 
during the occupation and in the last four years. Like 
people in most parts of the world they want peace and 
security; a decent home to live in; regular work; and for 
their children, education and a fair chance to get on. They 
do not want something for nothing; they do not want trou- 
ble; and they are thrifty, clean and orderly, as few other 
peoples are: But they must play their active part in 
looking after the public weal. Political indifference might 
be “the inevitable legacy of Colonial role’? but it was “the 
negation of democracy.” He made a special appeal “to 
those who tend to think of political life as something not 
to their taste, to face the facts. If they will not help to 
make politics to their taste, there are those in politics who 
will make for them a community not to their taste.” Singa- 
pore needed constructive and efficient leadership in com- 
merce and politics. Singapore’s problems would not be 
solved “merely by blaming the past or getting rid of over- 
seas staff. The task is to find men who can do better than 
those who have tried so far. Let us not throw experience 
out of the window merely to make a change. Change must 
be for the better.” Singapore’s future would henceforth 
be shaped in Singapore. ‘The scene for Singapore’s further 
progress is no longer in London conferences; it is here in 
Singapore, in the coffeeshops, the clubs and associations, 
the community centres and the trade unions, where public 
opinion is formed and leaders are found. It is here that the 
immediate future will be decided, whether Singapore will 
be well or badly governed, whether Singapore will prosper 
or suffer. This time there can be no misunderstanding— 
no belief that the elections do not really matter because in 
any case the Governor and his Colonial officials or the 
Colonial Office in London, will have ultimate control. If 
the majority of the people of Singapore will accept their 
responsibility and use their votes after quietly deciding 
which candidate will best run Singapore the way they would 


like it to be run, I have no doubt that the new government 
will be worthy of Singapore.” 
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Che Abdul Aziz bin Haji Abdul Hamid, the Permanent 
Secretary in the Prime Minister’s Department of the Federa- 
tion, who had attended the installation ceremony, presented 
the Governor with an engraved Malay kris from Tengku 
Abdul Rahman and a letter of best wishes from the Federa- 
tion Government for his “happy and successful term of 
office” and for his “efforts for their future happiness and 
good guidance in their progress in the success of which the 
Federation has such great interest.” 


Evacuees from Indonesia 


When it became clear that the Indonesian Government 
were determined that as a matter of policy Dutch citizens 
should leave Indonesia, the Singapore Government on 
humanitarian ground offered temporary transit facilities 
in Singapore from its own resources. The training camp of 
the Singapore Military Forces, the camp of the Singapore 
Regiment, and vacant barrack blocks in the new quarters 
of the Royal Malayan Navy were prepared for them. The 
members of the Singapore services, the Government Officers 
concerned and the volunteers of the Singapore Red Cross 
worked with members of the Dutch community to make 
their stay as comfortable as possible and to entertain them. 
The arrangements for their further transport to Holland 
were efficiently made and considering the political implica- 
tion of the move for the Netherlands, there was a smooth- 
ness of operation and absence of acrimony which is a tribute 
to the spirit of these evacuees. 


Budget for 1958 


The Legislative Assembly passed the Singapore Budget 
for 1958. The Financial Secretary has budgetted for a 
deficit of $35,000,000 with expenditure estimated at 
$277,000,000 and revenue at $242,000,000. He has, how- 
ever, levied additional taxation, estimated to bring in an 
additional $8,000,000 mainly from a 20 cents increase in 
the tax on each gallon of petrol, bringing the cost for 
ordinary petrol up to $1.75 per gallon, as it is at present 
in the Federation. This increase with the expected short- 
fall in expenditure should bring the budget nearly into 
balance. There had been speculation on increased income 
tax and company tax, but, while the Financial Secretary 
warned they might be necessary, they were not yet so con- 
sidered. 


The memorandum accompanying the Budget set out the 
record of rising costs. Actual expenditure has increased 
from $167,000,000 in 1952 to $241,000,000 in 1957 and the 
budget for $277,000,000 in 1958. The major increases are 
in 12 heads of expenditure out of 42 while in 21 depart- 
ments estimates of expenditure for 1958 have fallen. The 
main budget increases are for Education, Health, Defence 
and Pensions. Personal emoluments would cost $123,000,- 
000 compared with $55,000,000 in 1952. The pattern of 
expenditure is shown in the figures of percentage of expendi- 
ture. In 1953 Education was the reason for 10.24% of 
expenditure: in 1958, it will be 23.84%. In 1953, the per- 
centage of expenditure for Medical and Health was 9.79%; 
in 1958 it will be 12.37%. The cost of the Police which was 
12.25% in 1953 has fallen to 9.385% in 1958. 


In his Budget Speech, Mr. Hart, the Financial Secre- 
tary, said that the two Malayan territories had followed 
common policies not of necessity but because “reason, ex- 
perience and common sense” pointed to “a common ap- 
proach in the economic field”, and the results had been a 
“wellbeing and prosperity which is the envy of all our 
neighbours.” While 1957 had not been as good a trading 
year as 1956 and there might be a fairly substantial adverse 
balance of trade, revenue had remained buoyant and, ex- 


561 


cluding Malayanisation payments, there would probably be 
a small surplus for 1957. The financial position of the 
Colony was therefore ‘sound’? with a small public debt and 
a general revenue balance in liquid form equivalent to 3% 
months revenue. Looking forward to 1958, in spite of the 
unsettled condition of trade in general, he foresaw “nothing 
to indicate more than a light recession of trade such as 
Singapore has after those in its stride in the past.” Mr. 
Hart then described the ‘‘monumental achievements” in de- 
velopment. ‘Since the war over 15,500 housing units and 
600 shops have been built at a cost of $95 m. $28 m. has 
been spent on 93 primary schools and 11 secondary schools, 


quarters, playing fields, equipment and other educational 
services. $20 m. has been spent on expanding the Medical 
Services. The number of beds in the General Hospital has 


been increased by 100%, in Kandang Kerbau Hospital by 
50% and in Tan Tock Seng Hospital by over 100%. Ac- 
commodation in the Trafalgar Home and in the Woodbridge 
Hospital has been increased by 300%. $36 m. has so far 
been spent on making the finest airport in the Far East. 
$15 m. has been spent on Rural Development. Land pur- 
chases for development have totalled close on $50 m. $10 m. 
has been spent on capital work for Defence Services. These 
items alone total over $250 m. In addition, $17 m. has 
been paid in connection with the acquisition of Oriental 
Telephone and Electric Company, $4 m. lent to the City 
Council in connection with the Kallang Bridge Road, $30 m. 
lent to the Federation of Malaya, $10 m. to the Singapore 
Telephone Board and considerable sums spent on the con- 
struction of buildings for the police and customs, roads, 
bridges, quarters and the like. 

Apart from Government expenditure on development, 
the City Council has since the war spent over $270 m. on 
the development of the public utilities. This small island 
which depends for its prosperity on trade has managed to 
find funds for development to the tune of well over $600 
m. over a period of 10 years without extending itself un- 
duly. “It is an achievement of which we can justly be 
proud and it must be the envy of many larger territories 
outside Malaya.” 


Development expenditure for 1958 would likely be 
about $70,000,000. Of this $26,500,000 would be spent by 
the Singapore Improvement Trust and $18,800,000 to the 
Ministries of Education and Health. He gave figures to 
illustrate the growth of the finance problem over the past 
10 years. “In 1947, expenditure, including Public Works 
Non-Recurrent expenditure amounted to $51 m. In 1957, 
including Development expenditure, the total is likely to be 
about $300 m. If we look at individual items, we see that 
recurrent expenditure on Education has risen from $2 m. 
in 1947 to $50 m. in 1957; on Medical and Health from $5 
m. to $27 m.; on Social Welfare from under $1 m. to 
$11 m.; on Police from $2 m. to $26 m. and on Defence 
from practically nothing to $8 m. Recurrent expenditure 
as a whole has risen from $50 m. in 1947 to a revised esti- 
mate of $232 m. in 1957. 


In the sphere of education, 40,000 children are reaching 
the age of entry to Primary schools, and there would be 
increased expenditure on vernacular education, the Uni- 
versity and the Polytechnic. The Health Ministry planned 
another General Hospital, 10 district hospitals, 20 out- 
patient departments and 100 small maternity and child wel- 
fare centres, and the provision against tuberculosis would 
be increased. With these as the major development ex- 
penditure would likely rise to $300,000,000 by 1962. Re- 
venue has grown from $77,000,000 in 1947 to $235,000,000 
in 1957 with Income Tax as the only novel form of taxa- 
tion, but more forms of taxation would have to be sought 
perhaps by an education vote or as a last resort, an import 
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-duty. Development could no longer be financed from sur- 
pluses or reserves, and are likely to be limited to available 
investment capital of $50 m. Co-ordination of capital 
investment was made necessary by the limited funds, and 
the consequent slower rate of development. A Planning 
Committee could be established to make the best alloca- 
tions and priorities for all developments within Singapore. 


City Election 


December 21st was Election Day for the City Council, 
the first since 1958. It was a day of heavy rain, and this 
with the errors in the Register based on the Identity Card 
addresses, brought the low poll of 32%. But the challenge 
of the results made up for the dullness of the day. There 
are 32 constituencies for the new fully-elected City Council. 
The P.A.P. contested 14 seats and won 138, all by clear 


majorities. The newly-formed Workers Party of which Mr. 
David Marshall is Chairman, fought 5 and won 4. The 
Liberal Socialists fought every one but won only 7. The 


Labour Front fought 16 and won 4. The UMNO-MCA Al- 
liance fought 3 and won 2. Two constituencies were won 
by Independents. Of the three women, who stood for 
election, 2 from the P.A.P. and 1 from the Liberal Socialists, 
all were elected. Only two members, both Liberal Socialists 
had served on the previous City Council. The average age 
of the new Council is low—34; while the average age of 
the PAP members is 27, the youngest being Miss Chan who 
is 23 years of age. Of the votes cast, the Liberal Socialists 
polled 32%, the PAP won 29%, and the Labour Front won 
16%. 


A meeting of the City Council was then called to elect 
the Mayor from among their number. A good crowd had 
gathered outside the City Hall to welcome them. They 
began to fire crackers. When a police inspector tried to 
stop them as they had not the permit the law requires, some 
of the newly-elected PAP councillors intervened to stop 
the police taking the names of those firing the crackers. 
The official statement said that ‘‘the behaviour of the City 
Councillors obliged the police to take them along with those 
who had fired crackers to a police station’. They left 
again after names and addresses had been taken. Meanwhile 
the half-hour allowed for the quorum of the City Council 
had passed, and the meeting was abandoned by some of 
the Councillors. In spite of strong protests to the Minister 
for Local Government, Che Abdul Hamid, and to the City 
President, Mr. J. T. Rea, for an immediate meeting they 
refused to reconvene the meeting until the following day. 
At the meeting the following day, which met promptly and 
without incident, Mr. Ong Eng Guan, the leader of the 
PAP was elected as Mayor without further nominations 


ECONOMIC REPORTS FROM 


The resources and economic development as well as 
trade and investment opportunities in Sarawak continue 
to attract more interest. This is evident in the growing 
number of enquiries and visits being made at present. ‘The 
possibility of attracting American capital towards Sarawak 
was hinted in Kuching by Mr. Donald L. Woolf, Chief of 
the Economic Section of the American Consulate-General 
in Singapore. Mr. Woolf, who paid a six-day visit to Sara- 
wak, said that from talks with Government officials in 
Kuching it seemed to him that the country offered a “bright 
future economically.” “I am very impressed by the pros- 
perity of Kuching, the orderliness of the country and the 
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being made. Speaking in Mandarin, Malay and English, Mr. 
Ong said: “This is the first fully-elected City Council and 
the first in which the people will be able to speak the 
tongues they are accustomed to speak and voice the wishes 
of the electorate.” Wach member then made a two minute 
speech of his or her intentions. The supporters of the 
PAP then moved on to the floor of the Council Chamber as. 
well as into the gallery and stood immediately behind the 
seated Councillors. Speeches were made in all languages 
without translation. At the end of the proceedings on the 
motion of the Mayor, the mace was removed as a “relic 
of colonialism.” This was agreed by all but six of the 
Councillors to the accompaniment of applause and cheers. 
from the crowds. 

It is early yet to assess fully the significance of the 
election results. But the emphasis of the PAP leaders has 
always been on organisation and this there has been among 
the older students and recent ex-students of the Chinese 
Middle Schools. The constituencies they chose to fight were 
in the predominantly Chinese areas of the crowded City 
centre, and their campaign had been in favour of these 
areas as against the better off areas of the town. Again, 
this was the first election since 1953 when one-third of the 
elected Councillors were elected: and another third had 
sat on the Council for 6 years. ‘The election and the de- 
cision on the recent results reflect therefore the same move 
against the old ‘colonial’ form of government which was 
shown in the 1955 Assembly Elections. Although the issues 
in speeches and pamphlets were in fact of local government, 
the result reflects the “against the government” feeling and 
in particular the reaction of the Left Wing elements against 
the. policy on ‘Chinese education and on the use of strong 
anti-subversive measures. This is particularly so in the 
case of the Workers Party which was uninhibited in the 
attack on the Lim Yew Hock Government although again, 
two of their four victories were on a minority vote. Finally 
the move the Left took was not unexpected and these elec- 
tions though delayed were always looked on as a preliminary 
test of public opinion before the Assembly Elections and 
ft is a test on a minority poll. Now the established P.A.P. 
Party which has been unrelenting and unhesitating in cri- 
ticism from an established minority position, has the strong- 
est position in the City Council and cannot evade respon- 
sibility for their policies and the methods of financing them. 
They are still a minority, and UMNO, Labour Front, and 
Workers Party have all disclaimed any intention to ally 
with the PAP. Politics is an exercise in established facts. 
The PAP have now to prove themselves, and the public to 
overcome the apathy of a 32% which deprived the PAP— 
and the other parties—of convincing statistical proof of 
their claim to represent the public and in what proportions. 


SARAWAK 


degree of development.’’ He added that a great deal of 
the country had not as yet been exploited and there seemed 
to be a wide scope for development. In its bid to attract 
capital Sarawak had two important advantages to offer— 
a high degree of stability and concessions granted under 
the Pioneer Industries Ordinance. Mr. Woolf said that he 
would make known to the U.S. Chamber of Commerce what 
the Sarawak Government felt would be the best investment 
opportunities. The Chamber of Commerce could spread 
such information through its Investment Opportunities Ser- 
vice and it was also possible that effective use could be 
made of the Organisation of Small Business run by the 
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‘International ‘Co-operation Administration. There were 
certain types of industrial opportunities that might well 
attract American investors, such as the manufacture of 
fibre board. 


The prospects of shipping Indian textiles direct to 
Sarawak were investigated in Kaching by Shri Ram H. 
Notaney, Overseas Officer of the Cotton Textiles Export 
Promotions Council of India. Shri Notaney said that he 
had discussed the question with various Government offi- 
ccials and merchants during his stay in Kuching. At pre- 
sent, he said, Sarawak merchants obtained Indian textiles 
from or through Singapore but he would like to see a direct 
‘trade link being established. ‘The prospects of such a move 
appeared favourable. India, he added, produced a variety 
of textiles cheap enough for the lower income groups. Shri 
Notaney, whose headquarters are in Singapore, said that 
his Council acted in a liaison capacity between the Indian 
textile industry and trade and the overseas importers. After 
his Kuching visit, Shri Notaney left for Sibu and Brunei. 


The Sarawak Junior Chamber of Commerce was repre- 
sented by Mr. Ting Tung Ming, a young Kuehing business- 
man, at the 8th Asia Regional Conference of the Junior 
Chamber International in Taipei. The conference reviewed 
the progress made by the Jaycee organisations in 16 Asian 
countries and discussed various problems. Mr. Ting discuss- 
ed the subject of capital investment possibilities in Sarawak 
and the concessions offered under the Pioneer Industries 
Ordinance. Other subjects were the proposed Sarawak 
Trade and Telephone Directory which would assist overseas 
traders to deal directly with Sarawak. 


Sarawak produced about Mal.$5,350,000 worth of 
minerals and mineral products last year. They consisted of 
oil, gold, phosphate, bricks, lime, stone, gravel and tiles. 
Stone production from quarries found by geological inves- 
tigation rose to an all-time high—636,000 cubic yards 
worth about $6,000,000 were produced in British Borneo. 
Local rock is steadily replacing material previously import- 
ed from Singapore and Hongkong. In Sarawak the large 
Sebuyau quarry is being extensively mechanized to meet 
increasing demands and numerous quarry sites Iocated on 
the route along which the Serian-Simanggang Road is being 
built are being opened up. The starting of a new million- 
dollar industry in Sarawak—bauxite mining—was the high- 
light of mineral development during the year and it is ex- 
pected that.shipments from deposits sited at Sematan (First 
Division) will be about 180,000 tons annually. The mineral 
industries in Sarawak yielded over $11,000,000 to the 
Government in revenue in the form of royalties, company 
tax and mining rents. Much of this sum came from the 
oil refinery at Lutong, which gets most of its oil- from 
Brunei. Exports of mineral products from British Borneo 
rose to an all-time high of $376,900,000 last year and yield- 
ed over $114,600,000 to the Governments in revenue. 


Sarawak’s external trade for February amounted to 
$64.34 million. This was $9.69 million lower than the pre- 
vious month’s figure and was lower by $4.18 million than 
the total of $68.52 million for the corresponding month 
of 1957. Imports, amounting to $31.46 million, fell short 
of the previous month’s total by $6.20 million and was $3.20 
million lower than the figure for the corresponding month 
of 1957. The total value of imports for January and Feb- 
ruary amounted to $69.12 million compared with $75.49 
million for the corresponding period in 1957. Exports 
amounted to $32.88 million. It was lower by $3.50 million 
than the total of the previous month and was $1 million 
lower than the figure for the corresponding month of 1957. 
Increases in value were recorded for Singapore $0.85 million 
and United Kingdom $0.57 million while exports to the 
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Netherlands fell by $2.56 million, Japan by $0.78 million, 
Indonesia by $0.65 million and Australia by $0.45 million. 
Principal exports showing increases in value were re- 
fined petroleum $1.57 million and timber $1.18 million. On 
the other hand the value of crude oil fell sharply from 
$20.83 million to $14.64 milion—the volume of exports 
having dropped from 814,553 to 221,723 tons. The total 
value of exports for January and February amounted to 
$69.24 million compared with $74.34 million for the corres- 
ponding period in 1957. The favourable balance of trade 
for January and February was $0.12 million compared with 
an adverse balance of $1.15 million for the corresponding 
period in 1957. Excluding the value of imports and ex- 
ports of oil won in the State of Brunei and by Sarawak it- 
self, the visible trade deficit was $5.28 million compared 
with $5.68 million for the corresponding period in 1957. 

A new branch of the Hongkong and Shanghai Banking 
Corporation opened in Kuching on April 14. Full banking 
facilities are provided, including Savings Account. Pre- 
liminary arrangements for the opening of the new office 
began early this year. The move to establish a branch of 
the Bank in Kuching has been welcomed by the business 
community. Mr. A. R. Petrie will be in charge of the 
branch situated on the ground floor of the new Kion Hoe 
Building in Padungan Road. 

The Cathay Organisation is to build a modern theatre 
and hotel in Sibu. Construction work has started. The 
project is to cost about $540,000. The theatre will have 
a seating capacity for about 1,200 people and will be fitted 
with a ‘wide screen.’ The hotel, which will be located near 
the theatre, will be a two-storeyed building’ providing ten 
rooms, a restaurant and five arcade shops. Both buildings 
will front a modern two-lane highway in Sibu to be called, 
Raminway. 

The Pepper Marketing Advisory Committee issued a 
statement on the methods of preparing the best qualities 
of white and black pepper. By adopting the methods re- 
commended, the qualities of both black and white pepper 
would be enhanced and maximum prices could be secured 
by producers besides raising the reputation and increasing 
the demand for Sarawak pepper in the world’s markets. 
The Government was investigating the possibility of devis- 
ing a simple drying apparatus which, if successful, would 
permit drying out pepper even at times when there was no 
“hot sunshine.” 

Confidence that a closer association of Sarawak, North 
Borneo and Brunei would improve the position and raise 
the standards of administration of the three territories was 
expressed by the \Commissioner-General for the United 
Kingdom in South East Asia, Sir Robert Scott, in a broad- 
cast over Radio Brunei recently. Sir Robert, who attend- 
ed the ninth Borneo Territories Inter-Territorial Conference 
in Brunei Town, said that from these regular conferences 
grew up the idea in the minds of the British Government 
and British Representatives that perhaps, these meetings, 
which had so far been purely administrative, might point 
the way to some form of closer association. He added that 
he awaited with great interest the public response to the 
proposals made recently by the Governors of Sarawak and 
North Borneo. “The British Government,” he continued, 
“has never, and never will, force any particular pattern 
on the people, but these are ideas we believed, designed and 
calculated to improve the position of the three territories 
and improve the standards of administration throughout the 
British Borneo territories.” 

The Sarawak Dayak National Union recently held a 
four-hour meeting in Kuching to discuss proposals for a 
closer association of the three Borneo Territories, but was 
unable to give any definite views on the subject. The 
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REPORTS FROM MANILA 


The communist buildup in Southeast Asia in relation to 
the Philippines was discussed by Brig. Gen. Pelagio Cruz in 
a seminar on national security sponsored by the Defense 
Department. The General who is Chief of the National In- 
telligence Coordinating Agency, said: “Two and a half mil- 
lion regular Communist Chinese troops receiving Russian 
assistance, and bolstered by increasing submarine forces and 
air bases, pose the biggest threat to Southeast Asia today.” 


Establishment of a Shell oil refinery is being studied 
by the National Economic Council. Officials of Shell Philip- 
pines, Ltd. urge early action on their proposal to establish a 
$25,000,000 refinery. Their program calls for setting up a 
plant with a rated capacity of 25,000 barrels a day, with 
75% of the total capital to be supplied by British investors 
and the remainder by Filipinos. The latter would partici- 
pate to the extent of 25% not only in the refinery but also 
in the marketing of petroleum products from the venture. 


The proposal to build a 17-storey, 500-room Hotel Rizal 
Intercontinental is still being considered. The new hotel 
would cost around $19,500,000 and would be financed two- 
thirds by the San Lorenzo Co. of Manila and one-third by 
Pan American Airways. 


The Filipinas Hotel Co. has been awarded the contract 
to manage a new 19-storey, 150-room hotel which is to be 
built in Hongkong. Located on Kowloon and called the Im- 
perial, the hotel will be one of the biggest in the Crown 
Colony. Its builders are the Man Yip Development Co., Ltd. 
The Filipinas Hotel people are under the management of 
Messrs. Jose Covarrubias, Arturo Covarrubias, Santos, 
Soriente and other expert (Manilans. 


A budget deficit of P250,000,000 in the next fiscal 
year ‘is anticipated. The budget was drawn up with the 
expectation that Congress would provide new sources of tax 
revenue, which Congress now is reluctant to do. The govy- 
ernment would have the use of around P100,000,000 from 


meeting was attended by a large gathering of Sea’ and Land 
Dayaks in the First Division and many views were ex- 
changed and questions asked. Mr. George Jamuh opened 
the discussion by explaining the proposals and indicating 
the benefits that would result from “federation.” Educa- 
tion questions figured prominently—members expressed the 
need for the provision of more educational facilities for 
the Dayaks to enable them to take a greater part in the 
affairs of the country. They wanted to know if federation 
would assist in speeding up the provision of such facilities. 
Questions on the improvements in Dayak agriculture were 
also brought up. 


The Limbang (Fifth Division) District Council has 
accepted in ‘principle the “closer association’’ proposals. 
This decision was reached at the Council’s last meeting after 
considerable discussion. The Councillors agreed that the 
proposals were “excellent”? but recommended that such 
subjects as immigration between the territories be further 
explored. 


The leader of the once powerful Sibu opium syndicate, 
Teo Hock Guan, is now on his way to China—on banish- 
ment. He was convicted in July, 1956 together with five 
other Hokkiens of various offences in connection with opium 
trafficking. After serving his prison sentence a banishment 
order made under the Undesirable Persons Ordinance was 
issued against him. Teo was not a Sarawak subject. Several 
others of his gang have already been banished. 


the proceeds of bond sales in the United States, but money 
from this source will not be forthcoming quickly, in view 
of tight business conditions in the United States. 


The Philippines at present can absorb only half of the 
290,000 annual increase in its labor force. The best the 
country can do will be to give work to about 180,000 of 
the new workers entering the labor force each year. At 
present the labor force is around 10,500,000, out of which 
9,000,000 are gainfully employed and 1,500,000 are unem- 
ployed. 

A flash of excitement swept southern Luzon when it 
was reported that extensive titanium deposits had been 
found in the area. Confirmation of the discoveries was not 
available. Titanium, which is superior in many respects to 
the best steel, is the object of worldwide explorations. The 
only present known deposits are those in Quebec, Canada, 
where mining operations are going full speed, and those in 
Florida, which are in the process of development. 


Production figures on Philippine mines for 1957 show 
that copper surpassed iron and other base metals in earn- 
ing dollars for the Philippines. But individual results placed 
Consolidated Mines, a producer of refractory chromite, at. 
the head of dollar earners among the mining companies. 
Following is the tabulation: 


Ore Produced 


Company or Shipped Tonnage Value 
Acoje Mining -. Chrome 96,158 P7,028,554 (1) 
Baguio Gold -- Gold 136,256 3,630,561 
Balatoc Mining ------------ Gold 500,957 12,719,437 
Benguet Consolidated _____ Gold 609,212 14,466,703 
Benguet Exploration ------ Gold 2,125 157,372 (2) 
Consolidated Mines * Chrome 611,263 24,973,300 
Gen. Base Metals ___-----_ Manganese 7,991 497,455 
Itogon-Suyoc. --_----- Gold 191,091 3,771,822 
Marinduque Iron Mines --- Iron & copper 768,590 9,049,727 
Mindanao Mother Lode ---- Copper 94,672 2,665,457 
Lepanto Consolidated ____- Copper & Gold 436,231 20,926,096 
Phil.” Tron’ Mines) =2-_-—-=- = Iron 1,083,532 18,461,995 
Samar Mining —-__- Tron 112,092 1,716,171 
Samar Mining; ----- Gold & silver 119,457 (ozs) 1,901,365 
Samar Mining + Copper & lead 1,699,480 (lbs) 560,994 
Surigao Consolidated Gold, silver & lead 50,261 2,270,941 (3). 
Palawan Quicksilver _ Mercury 49,008 1,702,938 
Palawan Consolidated _____ Chrome 18,800 2,070,500 (4) 
Paracale Gumaus -____--_-- Gold & silver 58,069 1,039,601 

Pounds Value 
Atlas Consolidated ¢ _______ Copper & gold 38,002,976 21,234,649 
Atlas Consolidated -_______ Iron 144,024 (mt) 2,570,698 
Notes: 
* Shipments (1) No shipments made in Aug. & Sept. 


(2) Nov. & Dec. only 
(3) Jan. to Nov. only 
(4) Excluding productions for Oct. & Dec. 


Baguio Gold Mining ‘Co. in 1957 milled 138,951 tons 
as against 150,576 tons in the previous year. The decline 
in tonnage .milled was offset by the highest price paid for 
gold. The average price for which the company sold its 
production in 1957 was P124.16 per ounce, as against 
P112.04 in 1956. Total value of production in 1957 was 
P3,658,183, compared to P3,522,761 for the previous year. 
Net profit for 1957 inereased to P274,706 from P146,434 
in the previous year. 


For the first time since September 1957, the Manila 
Stock Exchange closed higher during March. The average 
closed at 116.77 up 1.33. With Marinduque Mines showing 
the lead, all copper issues were actively traded during the 
month. Marinduque was up 3% points on 2,500,000 shares. 
Lepanto Consolidated was up two points on 729,000: shares 
traded. Atlas, however, closed at 2.40, unchanged, with 
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HONGKONG 


“Refugees” from China—During the past two and half 
years, over 1,000 fishing junks with about 8,000 persons 
escaped from China into the territorial waters of Hongkong. 
Recently, the influx of fishermen again increased because 
authorities in South China plan to force all fishing 
folks into a cooperative society before May ist. 200 junks 
arrying 1,500 people came here during the past ‘four weeks. 
According to an immigration officer there are no restrictions 
governing the entry of fishermen into Hongkong because 
they make their living with their own boats and equipment 
‘and are no charge on the local community. With the as- 
sistance of local welfare organisations in Cheung Chau, 
many of them obtained Hongkong identity cards as well as 
fishing licences from the Marine Department. Before the 
recent tightening of control of fishing in Chinese waters, 
Hongkong fishermen as well as fishermen in South China 
were free to travel and to sell their catches wherever they 
chose. Many motorised HK junks sailed as far as Hainan 
Island and sold their catches there. On the other hand, 
mainland fishermen also unloaded their catches in Hong- 
kong. The recent influx of 200 fishing junks from China 
is not unusual because in the past news of distribution of 
free food parcels had attracted hundreds of boats from ‘China 
to Cheung Chau and every time Canton tightened its contro] 
over fishermen there was always an influx to Hongkong; 
they usually went back when control eased. Last week, the 
influx of fishing junks slowed down because increased number 
of communist gunboats were on patrol along the sea lane 
between Hongkong and the Mainland preventing fishermen 
from fleeing to the Colony. 

On the other hand, authorities in Canton continued to 
allow a large number of jobless and aged persons to leave 
China for Hongkong. Most of these immigrants are with- 
out Hongkong entry permits. They are being smuggled into 
the Colony from Macao. A human cargo from Macao was 
recently intercepted by Hongkong Police off Cheung Chau. 
The vessel carried 45 illegal immigrants in two secret com- 
partments. The master of the vessel was fined $1,100 and 
two other members of the crew were fined $200 each, total- 
ling $1,500. If the master succeeds in his second attempt 
to land these 45 illegal immigrants in Hongkong, he could 
still make about $750 assuming that he collects only $50 
per head from these “yellow fish’. Thus, hundreds of such 
illegal immigrants come here from China every week and 
it seems that there is no eftective way of stopping the influx. 

Building Development—The United Chinese Bank is 
planning to build a 15-storey building in Des Voeux Road 
Central on the site about a block away to the west of the 
Post Office. The $7 million air-conditioned building will 
be completed by the end of next year. The bank recently pur- 


130,000 shares traded. As a whole the market closed with 
plus signs predominating in the changes of all issues of the 
mining shares. The oil issues, however, did not do so well 
during the month under review with all the three issues clos- 
ing lower. Philippine Oil after showing some strength and 
selling as high as 20%, declined to as low as .13%, closing 
at .14, still 1% points off. Redeco and Acoje Oil also closed 
lower. Sales of oil issues were very low. Industrials con- 
tinued to be firm on good volume of sales. Republic Cement 
on good volume showed the best gain, closing at 44.50 ex- 
dividend up 8.00. Copper in- the world market was very 
active’ and report was to the effect that trading in futures 
was the most active sinee the reactivation of the futures 
market postwar. The month closed at 23.58 cents, up 1.88. 
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chased the 5,000 square feet site for about $2 million. After 
the completion of the new building the bank will occupy the 
ground floor, mezzanine and basement. The top floor will 
be used by the bank’s staff club and the remaining floors 
with a total space of 52,000 square feet will be let to busi- 
ness firms. 

During the first three months this year, local construc- 
tion companies submitted 920 building plans to Government 
for approval. Among the approved projects are four sky- 
scrapers in Hongkong and 20 multi-storey buildings in Kow- 
loon. Government is now carrying out five reclamation pro- 
jects to make available more land for various building pro- 
jects. Seawalls are being constructed on the Central Re- 
clamation and at Hung Hom and Tsuen Wan. The other 
two reclamations are at Kun Tong and Cheung Sha Wan. 
In Kowloon Tong, a hilly area for about half a million square 
feet will be levelled to make room for the construction of 
four schools, recreation grounds and private residences. 
The site is situated just off Lancashire Road bounded by La 
Salle Road and Waterloo Road. Site formation involving 
the removal of more than 500,000 cubic yards of earth will 
take about two years. At Matauchung, a site of about 10 
acres just to the east of Kowloon City Police Station has 
been reserved for development by the Housing Authority. 
A topographical survey of the site is being carried out. The 
Housing Authority will also survey a piece of land along 
the Clearwater Bay Road in anticipation of government ap- 
proval for building another housing estate on the site. 

Shipbuilding—The Taikoo Dockyard last week launched 
a 1,750 ton refrigerated motor freighter ‘Tarawera’ which 
is being built for the Union Steamship Company of New 
Zealand. It will be completed in mid-Summer and will have 
space for 110,000 cubic feet of cargo. The ship is equipped 
with 8TD48 type marine diesel engines which will give a 
speed of about 13.5 knots. The Tarawera is designed for 
carrying frozen meat, fruits and dairy produce in New 
Zealand and Australian coastal trade and South Pacific 
islands services. 

During the first three months this year, a high volume 
of repair and new construction work was maintained in the 
Colony’s shipyards; work was either started, in progress or 
completed on more than 80 vessels of all types. Vessels 
completed and delivered include the launched “Chee Hong’ 
for use by the Medical Department as a “floating clinic,’ 
a single-ended ferry vessel, a 85-foot steel tug and a-number 
of bauxite and other barges. New orders include a number 
of tow boats, coasters, hopper barges and two 155-foot 
long passenger-cargo vessels for Singapore are under con- 
struction. Also under construction are more than 40 plea- 
sure boats for American owners, a 160-foot steel auxiliary 
schooner for Australia, and a 80-foot motor yacht. 

Hongkong Technical College—The Technical College, 
housed in the new buildings in Hung Hom, now has 465 
full-time and part-time day and 4,513 evening students. A 
full-time staff of 32 is assisted by 321 part-time lecturers. 
The day students are organised into Departments of Build- 
ing, Mechanical Engineering, Commerce, Textiles, Electrical 
Engineering and Navigation. The Department of Building 
provides a three-year diploma course for building techni- 
cians, such as foremen, draughtsmen, computors and rating 
and valuation assistants, a “sandwich”? course for building 
contractors’ foremen and part-time day classes for health 
inspectors. The Department of Mechanical Engineering pro- 
vides a three-year diploma course for technicians in a variety 
of engineering posts and part-time day classes for appren- 
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tices in Government engineering workshops. The Depart- 
ment of Commerce offers two one-year courses, one for 
book-keepers and one for secretaries. The Department of 
Textiles, opened in January this year, offers a three-year 
diploma course in textile technology. Associated with it 
at present is a Chemistry Department which will open part- 
time day and evening courses for laboratory technicians in 
September 1958. The Department of Electrical Engineer- 
ing is mainly concerned with telecommunications subjects— 
courses for radio operators, radio servicing and radar main- 
tenance technicians—but will open a part-time day course 
for electrical technicians in September next. The Naviga- 
tion Department provides short courses for masters and 
mates and for radar observers’ certificates, and a one-year 
pre-sea training course for nautical cadets. 

Water Supply—Last Friday, the supply of water was 
suddenly cut down to 5 hours every day (4 to 9 p.m.) be- 
cause one of the newly built tunnels bringing water from 
Tai Lam Chung Reservoir had to be closed on account of 
a leak. It was estimated that about one million gallons of 
water was lost every day since the leakage started last Wed- 
nesday. Investigations and repairs are now underway. For 
the time being, the local population has to rely on the old 
reservoirs for water supply. The leak developed near the 
mouth of a tunnel near the San Miguel Brewery at Tsuen 
Wan. If the tunnel is not put out of action immediately, 
a possible landslide may block the tunnel completely. Re- 
pair works will take several weeks but there is no cause for 
alarm because at the end of last week there were about 
2,600 million gallons in the old reservoirs. The cut in 
supply is necessary because the filtration and distribution 
capacity of the old reservoirs is only about 42 million gallons 
a day while daily consumption, when the supply was 10 hours 
per day, averaged 52 million gallons. 

Squatter Resettlement—By the end of March, the sixth 
block of Shek Kip Mei Estate was ready for occupation and 
construction work on the remaining three blocks: was in 
progress. At Hung Hom, work on the site formation for 
the fourth and last block of Hung Hom Estate was almost 
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completed. Six blocks of Wong Tai Sin Estate were com-- 
pleted including a block which consists of self-contained 
flats on the upper floors and shops on the ground floor.. 
Piling and construction work on eleven more blocks was in 
progress. At Lo Fu Ngam Estate site formation on the 
last two blocks was nearing completion. At the end of 
March, the total population of the Multi-Storey Estates was 
158,662 of whom 11,173 were living in the emergency two- 
and three-storey buildings at Shek Kip Mei. The total popu- 
lation of all the Resettlement Estates and Areas was 236,208 
of whom 81,750 were children under the age of ten. This 
total shows an increase of 7,444 over the figure for the end 
of 1957. 68 workshops and factories of various types were 
resettled in the multi-storey factory building in Cheung Sha 
During the quarter ended March 31, a sum of $1,308,- 
395 was collected in rents in the Estates; $491 was written 
off as irrecoverable arrears. The corresponding figures for 
the previous quarter were $1,191,034 and $310. 


Imports of Rice, Coal & Frozen Meat—44,217 tons of 
edible rice were imported during March. The main source 
of supply was Thailand with 22.020 tons, representing 49.8 
per cent of total imports, followed by Cambodia with 12,292 
tons (27.8 per cent), China with 8,233 tons (18.6 per cent), 
Haiphong with 1,171 tons (2.7 per cent) and Saigon with 
500 tons (1.1 per cent). Offtakes in March amounted to 
30,763 tons, representing a weekly average of 6,153 tons 
compared with 5,946 tons in the previous month and 5,544 
tons in the corresponding month of 1957. During the 
month, there was continued brisk trading on the local market 
with Thailand rice showing increases of 50 cents to $1.30 
while other rice increased by $1.50 to $2 per picul. FOB 
prices in Bangkok rose until the middle of March when the 
market eased and prices at the end of the month were £2 
per ton lower for 100 per cent whole rice and £1 per ton 
lower for others as compared with prices at the beginning 
of the month. Imports of coal amounted to 18,479 tons, 
all of which came from China. A total of 245 tons . of 
frozen meat was received against offtakes of 776 tons; stocks 
were maintained at a high level. 
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The Need for Land Utilization Survey 


When World War II broke out in 1939 it found Great Britain 
better prepared than the rest of the world in at least one depart- 
ment of its life. It was the only country which was able quickly 
to organize and to plan the new development of its agriculture, 
which the war made necessary. The Ministry of -Agriculture 
knew with considerable accuracy the vegetation cover of the 
land—the area of the country covered by rough grasses, good 
pasture, arable farming, woodland, marshland, etc. Thus it was 
able to plan quickly, with a minimum of error, the extension of 
its arable and pastoral land. 

For this good fortune, the people of Great Britain have to 
thank the vision and energy of one man, Professor L. Dudley 
Stamp, in particular and thousands of enthusiastic voluntary 
helpers, who, under his leadership, between 1930 and 1936 plotted 


The Hongkong University Press has recently published a 
very instructive map of Hongkong which is indispensable 
for the study of land utilization here. Dr. Tregear has intro- 
ee this map with the report “Land Utilization in Hong- 
ong”. 


in well defined categories on six-inch maps, field by field, the 
use to which the land was then put. 

The great value of such information in time of war is too 
obvious to need any further emphasis. But is there any cor- 
responding need for such knowledge in time of peace? 

Whether we like it or not, we live in an era of “planned 
economy”. For a number of reasons, not least the growth of 
world population, we have left behind us the laissez-faire of the 
nineteenth century. Modern Society is complex. Its activities 
are so interwoven and often, maybe, conflicting, that some sort 
of planning and organization by government authorities is 
essential. Planning and forethought in the use of our land 
has all too often been left too late. When the planners have 
come into the field, they have found their work complicated and 
sometimes impossibly compromised by rule of thumb development 
which has already taken place. Land suited to residential uses: 
has been spoilt by factories and workshops; slum areas allowed 
to develop; roads and communications jeopardized and made 
expensive in development by unwise and thoughtless building; 
agricultural land spoilt by careless granting of mining rights and 
so on. 
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We want to make the optimum, the best possible, use of 
the land, wasting nothing. This entails a balancing of many 
claims since we put our land to many uses—for producing our 
food, for siting our homes and our industries, for securing our 
water supply, for our communications and recreations. These 
claims often conflict. 


Planning, however, presupposes the existence of informa- 
tion on which considered judgments can be made. Without 
adequate facts, so called planning can easily be more disastrous 
in its effects than free individual action. If a region is to be 
zoned for future use and development, the fullest possible in- 
formation both on its present use and its potentialities must be 
gathered. 


The Land Utilization Map of Hongkong and the New Terri- 
tories has been made with this need in view and is offered as a 
simple but, at the same time, fundamental basis for any planning 
-which may be undertaken. in and for Hongkong. The categories 
which have been used, have followed, as far as possible, those 
used in Great Britain. However some variation, notably the 
inclusion of mangrove swamp, scrub and badlands, has been 
necessary in view of Hongkong’s tropical location. The detailed 
survey of our agricultural lands is being carried out on a cadastral 
scale by the Agricultural and Fisheries Department and should 
be available in the near future. 


The Present Use of the Land 


It is estimated that of the Colony’s 395 square miles about 
-49-50 square miles (31,000-32,000 acres) are under cultivation. 
A glance at the map will show that most of this is concentrated 
in the north west over the flat alluvial land bordering Deep Bay. 
Elsewhere, notably at Taipo and Sha Tin, in small pockets which 
are widely scattered, every available mow is under plough or 
thoe. Only by very intensive effort can this cultivated area be 
extended and maintained. 


The two main uses to which the land is put are for paddy 
and vegetable production. In 1952-53 more than 21,000 acres 
were under rice while 2,400 were devoted to vegetables. The 
remainder was used for fruit growing and such miscellaneous 
crops as water chestnut. Some 260-300 acres of land in the 
north west is takén up with fish ponds, where carp and mallard 
mainly are bred. 


In company with most of China, Hongkong has compara- 
tively little animal husbandry. Due to the initiative of the 
Kadoorie Agricultural Aid Association and the research work 
of the Government Agricultural and Fisheries Department there 
has been considerable expansion of pig breeding. The Dairy 
Farm has a holding of some 360 acres, producing summer feed of 
guinea grass for 1,600 head of cattle. But apart from this, cattle 
are kept mainly for draught purposes. Their feed comes mainly 
from grazing on the rough grassland. 


*Soils 


In general the natural residual soils of Hongkong are acid. 
This acid nature is derived directly from the underlying solid 
geology. About ninety per cent of all the different kinds of 
rocks are igneous. They aH have a silica content higher than 
sixty-five per cent. However, as a result of the careful attention 
and manuring methods of the diligent Chinese farmers, most 
cultivated soils have lost many of their original characteristics. 


There is a wide variation in the natural soil types. Typical 
are a greyish sandy loam, yellowish loam, yellow grey loam, 
pinkish brown loam, yellowish brown loam and black clay loam. 
Most of the uncultivated soils have undergone a-high degree of 
leaching. This means that two very important soil constituents, 


* This section on Soils was contributed by Dr.S. G. Davis. 
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potash and lime, have been removed. Most soils also have a 
ratio of silica to alumina which is less than two. They approach 
very closely to true laterites which have a proportion of 1.5 to 1. 


It is the acid nature of these natural soils that makes it 
necessary to neutralize them by the addition of lime, potash and 
super-phosphates. While rice and vegetables seem to flourish 
quite well on these slightly acidic soils, fruit trees and ground- 
nuts need to grow in soils that are more alkaline. 


Hongkong’s warm damp climate has been the major factor 
in disintegrating and metamorphosing the solid rocks into soil. 
By comparison with soils in more temperate climates they are 
low in fertility and need very careful attention by the farmers 
in order to give satisfactory crop yields. 


Marshland 


In the north west of the New Territories, along the banks 
of the river mouths and along the coast of Deep Bay, are exten- 
sive areas of marshland and mangrove swamp. Some 4,500 acres 
of this is being used as oyster beds. Former beds on the northern 
side of the bay are not now cultivated. The mangrove plant, 
after drying, is used as fuel. 


Marginal Lands 
Rough Grassland 


While the arable land is associated geologically very closely 
with the alluvium of the plains, the grasslands and scrublands 
are found on the granites, porphyries and volcanics of the up- 
lands and cover more than two-thirds of the total. area of the 
Colony. 


The grasslands are coarse and at present are of little use 
as pasture. The main use to which both grasslands and scrub 
are put is for fuel, the provision of which forms a very real 
problem in Hongkong. Every year the hillsides are shaved bare 
of their grass cover. Even if the grass does not fall to the 
sickle of the cutter then, when the dry autumn and winter come, 
fires sweep over the slopes. Some of these fires are accidental; 
others are started deliberately by farmers with the object of 
promoting young grass growth and the hope that the potash 
resulting from the fires will be washed down to replenish their 
fields in-the valley below. 


Badland 


Whether the hillsides be denuded of their grass cover by 
cutting or by fire, the result too often is to lay bare the land 
to rapid erosion when the heavy summer rains come. Here again 
there is a striking correlation between the badly eroded lands 
and the Hongkong granite as a comparison of the geological and 
L.U.S. maps will show. Granite outcrops around Castle Peak, 
Tai Lam Chung and to the north of Kowloon are especially 
affected. Granite in the tropics is more vulnerable to chemical 
disintegration than in temperate lands. If this rotting granite 
is bereft of its vegetation cover, it quickly falls victim to the 
type of gully erosion, which has reached such alarming dimen- 
sions in the Castle Peak and Tai Lam Chung areas. 


It is interesting to note that the vegetation on the southern 
and eastern slopes of these hills is markedly sparser than on the 
northern and western slopes. This is ‘due, in part at least, to 
the greater insolation of the southern facing slopes particularly: 
during the hot dry autumn. The prevailing easterly winds are 
also an erosional factor. 


W oodland 


Only on the Island of Hongkong itself is there any consider- 
able amount of tree cover. “Here, partly through afforestation, 
aided by the strict enforcement of laws prohibiting indiscriminate 


(Continued on Page 576) 
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HONGKONG’S PAPER TRADE IN 1957 


By Fung Kam Chung 


(Chairman of the 

Total import of paper during 1957 amounted to $112,- 
000,000 as against $103,000,000 during 1956, an increase 
of about 10%. The increase was due to the fervent pur- 
chase during the Suez Crisis in 1956/57. In anticipation 
of a possible disruption in shipping traffic, merchants here 
generally placed heavy orders not only from European coun- 
tries but also from Japan, U.S.A. and Canada, when prices 
were at a record height. 

Japan last year headed the list of suppliers of machine- 
made paper with shipments amounting to $24 million. Al- 
though Mainland China supplied Hongkong with paper to 
the value of $25 million, the figure included consignments of 
native paper. Next comes Sweden with a total of $13 
million—followed by Norway with $11 million and Austria, 
$7.5 million. Compared with 1956, imports from Sweden 
and Norway increased while imports frém Austria declined. 
Norway was Hongkong’s most important newsprint supplier 
with shipments amounting to $6.6 million. Japan shipped 
here $10.6 million worth of printing and writing paper as 
well as $5.5 million worth of packing and wrapping paper. 
There was a marked increase in imports of strawboard from 
Japan, China and Netherlands. Total export of paper last 
year declined to $38,000,000 from 1956’s $58.5 million. 
This sharp drop was due to Koreg’s purchase of newsprint 
and woodfree printing paper direct from manufacturing 
countries. European paper mills last year quoted lower 


‘prices to South Korea than to Hongkong explaining that 


Europe must earn more Dollar Fund. European paper mills 


South China Paper 


Merchants Association) 


are ignoring various important factors which have helped’ 
to build up Hongkong/Pusan trade. First of all, stock 
cargo is available here for immediate delivery which is very 
important to buyers in South Korea, where money market. 
is usually tight and interest rates high. Direct supply from 
Europe takes about three months. The apparent advantage 
of a lower price is therefore offset by the high interest in- 
volved. The market in South Korea is a very sensitive one; 
during the period from booking an order to arrival of cargo 
buyers must run the risk of a fluctuating market. Con- 
sequently, the volume of direct Europe/South Korea busi- 
ness in paper has not been quite significant. 


In terms of value, South Korea remained the No. 1 
buyer for paper in the local market with purchases amount- 
ing to $11 million, 30% of Hongkong’s total exports of 
paper. Thailand and Malaya came next with about $6 
million each, followed by Mainland China with $4.5 million 
and Indonesia, $2.8 million. During the year, a new buyer 
—North Vietnam—was added to the’ list. 


There was a significant increase in local consumption 
last year as a Yesult of industrial expansion and increased 
number of educational institutions and cultural enterprises. 
Local consumption will further improve this year in view 
of the greatly expanded population. In exports, 1958 seems 
to show every sign of being a difficult year. We have, 
however, good reason to look forward with mild optimism 
and to hope for a year of steady business. 


HONGKONG SHIPPING IN FEBRUARY 
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RICE TRADE IN 1957 AND OUTLOOK 


The international rice trade in 1957 was marked by a 
sustained import demand. Toward the end of the year, 
exporters ha. difficulties in finding supplies to meet this 
demand. Uncommitted exportable stocks, which had been 
reduced already in the second half of 1956, were seriously 
depleted during 1957. The 1958 import requirements, there- 
fore, will have to be met almost entirely by the current 
crops. However, preliminary estimates indicate that these 
crops are likely to be lower than in previous years in some 
of the main exporting countries. 

International Trade in 1957—-The contraction in the 
volume of world trade in the closing months of 1957 was 
due to the shrinking of exportable: supplies rather than to 
any diminution of demand from importers. The changed 
situation could not be inferred clearly from changes in rice 
prices owing to the present price structure of the world rice 
market. Nevertheless, market reports indicated that toward 
the end of 1957 importers would have taken more rice than 
they did, had additional supplies been available at the same 
prices and conditions as earlier in 1957. When the -final 
returns for 1957 come in, they probably will show that 
world exports were somewhat higher than in 1956 and de- 
cidedly higher than in 1955 and 1954, owing mainly to in- 
‘creased exports by Thailand, Cambodia, Viet-Nam, and 
Egypt. 

During the first nine months of 1957, Burma too was 
exporting at a rate markedly higher than in 1956, but this 
advance was not maintained in the autumn; from October, 
the monthly shipments were lower than in the cérrespond- 
ing months of 1956, and the final figure will probably not 
differ greatly from that for 1956. The biggest reduction in 
exports took place in Italy, amounting to a cut of about 
60 per cent compared with 1956. It should be borne in 
mind, however, that Italian exports in 1956 were swollen 
by the liquidation of relatively large stocks carried over 
from earlier crops. Shipments from the United States and 
Spain also declined. These three countries had made efforts 
in 1956 to reduce their stocks, resulting in smaller export 
availabilities in 1957. Brazil, again a prominent exporter 
in 1956 after being practically absent from world markets 
for three years, ceased to export in 1957. the surptus pro- 
duced in the state of Rio Grande do Sul being absorbed by 
rising consumption in other parts of the country. 


GROSS EXPORTS OF RICE (MILLED) FROM SELECTED 
COUNTRIES, 1957, 1956, AND 1955 


Exporting Part of Total Total 

country 1957 1956 1955 
Thousand metric tons 

t * 1,877 1,857 1,636 

1,567 1,239 1,228 

t 707 928 516 

* 245 219 183 

180 60 3 

*171 5 81 

133 349 169 

Hp | * 110 ‘170 

65 92 49 

33 42 55 

*0.4 103 2 

* Estimate. — + Including rice by-products. — + Provisional; commercial 


and government exports only, excluding exports for relief or charity by 
individuals and private agencies. 


India, Korea, the Philippines, and Cuba, out of the 12 
leading importing countries, took more rice in 1957 than in 
1956. Consumption of rice appears to have increased in 
India as a result of a higher income level, while the popula- 
tion continues to grow. Part of the increased consumption 
is thought to have taken place on the farms, resulting in 
less home-grown rice being offered on internal markets. 
Korea, a leading exporter of rice up to 1941, after having 


been roughly self-sufficient during 1954-56, appeared as a 
substantial importer early in 1957. 


GROSS IMPORTS OF RICE (MILLED) INTO SELECTED 
COUNTRIES, 1957, 1956, AND 1955 


Importing Part of Total Total 
country 1957 1956 1955 
Thousand metric tons 

India (S225. -55 = Jan.-mid-Nov. 708 330 286 
Malaya-Singapore - Jan.-Nov 7 471 590 548 
Ceylony is Jan.-Dec. 547 491 385 
Pakistan am Sm Jan.-mid-Dec. 406 * 620 _- 
Indonesia == - Jan.-July 399 814 127 
Japan Seek Jan.-Dec. 347 760 1,246 
Hongkong = __ Jan.-mid-Dec. 281 283 264 
Korea, South Jan.-21 Dec. 161 1 1 
Cuba Jan.-Nov. *176 142 7 
Philippines Jan.-Dec, *110 +32: 63 
United Kingdom - Jan.-Nov. 80 85 109 
Germany, Western - Jan.-Oct, id 106 98 
Krante ge Jan.-Oct. 81 71 73 
Wetherlands, =---- Jan.-Oct. 51 wet 119 


* Estimate. — t October and November 1957, Federation of Malaya only. 


The greatest fall in imports of rice occurred in Japan. 
This continued and drastic reduction was one of the impor- 
tant developments in the world rice trade. From 1953 to 
1955, Japan imported each year over 1 million tons of rice 
and during most of this period Japan’s rice imports were 
more than twice as large as those of any other country. 
The peak of its imports occurred in 1954 when it took 
1,432,000 tons, or almost one third of world shipments in 
that year. By 1956, imports were barely more than one 
half of this peak figure. In 1957 they again fell drastically 
and were probably only about half as large as in 1956 or 
about one quarter as lange as in 1954, and accounted for 
about 6 per cent of 1957 world shipments. 

Pakistan and Indonesia are other prominent Asian 
importers who took markedly less rice in 1957 than in 1956. 
Both countries would probably have imported more rice in 
1957 had supplies been available on favorable terms. Im- 
ports into Continental Europe declined slightly. 


Outlook for 1958—The rice crops of South and South- 
east Asia harvested late in 1957 and early in 1958 suffered 
from lack of rain over large areas. The main non-Asian 
exporting countries, taken as a whole, have not harvested 
substantially more rice in 1957/58 than in 1956/57. The 
United States, Italy, Spain, and British Guiana all report 
smaller rice crops, and the only notable increase occurred 
in Egypt. There are no reliable forecasts yet for the rice 
crops to be harvested in the Southern Hemisphere—parti- 
cularly in Brazil—during the first few months of 1958, but 
these countries are not normally large exporters. Uncom- 
mitted exportable stocks from old crops available for de- 
mand from importing countries in 1958 are considerably 
lower than at the beginning of 1957 and far below the level 
of such stocks at the beginning of 1956. Shipments in 1958 
—as distinct from new trade—will be sustained to some 
extent by the fact that some of the rice bought in 1957 
will not be shipped until some time in 1958. 


International trade in 1958 is likely to be most affected 
by the serious reduction in the rice crop of Burma. Early 
in January, 1957/58 production was estimated at about. 
5,525,000 tons compared with the final estimate of 6,464,000 
tons for 1956/57. If this forecast is confirmed by the 
results of the harvest, it will mean a reduction of over: 
900,000 tons of paddy, or about 14.5 per cent. Unfavor- 
able weather was mainly responsible for this result: the 
rains were late in arriving (29 May compared with the 
10-year average of 16 May and with 29 April.in 1956); 
there was a full week’s break in the rains in lower Burma 
just after rice had been transplanted, and the rains ceased 
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much earlier than usual. Some rice growing districts re- 
corded only two thirds of their normal rainfall. Thailand’s 
rice crop made a good recovery after a very unfavorable 
start owing to late rains. The 1957/58 crop is still expected 
to yield less than the particularly good harvest of 1956/57. 
Domestic consumption is not likely to ‘be seriously affected 
by this short-fall which will mostly affect exportable sup- 
plies. Unofficial estimates indicate that the amount avail- 
able for export in 1958 might not exceed 1,200,000 tons, 
as against actual shipments of about 1,565,000 tons in 1957. 
The rice crop of Cambodia appears to have suffered badly 
from lack of rain in 1957, but that of Vietnam is believed 
to have made a good recovery after a poor start. Early 
reports indicate that Cambodia may export little, if any, 
rice in 1958, but Vietnam may continue the recovery in 
exports which took place in 1957. 


For the third year in succession, the United States, 
the world’s third largest exporter, took steps in 1957 to 
reduce its rice production. As a result, it harvested in 
the second half of 1957 about 200,000 tons of paddy less 
than in 1956, or about 1 million tons less than in the peak 
year 1954. As the carryover on 1 August 1957 was only a 
little more than half as large as a year earlier, the amount 
available for export will almost certainly be smaller.in 1958 
than it was in 1957. Nor is there any likelihood of .a 
markedly larger crop being harvested in the second half 
of 1958, since farmers have already voted to maintain the 
acreage restrictions at the 1957 level. 


Among the Mediterranean exporters, Italy and Spain 
are thought’ to have harvested at the end of 1957 slightly 
less than’ in 1956. The Italian crop amounted to 630,000 
tons of paddy, compared with 648,000 tons in 1956. The 
Italian exportable surplus for 1958 is estimated at about 
160,000 tons, i.e., sufficient to maintain exports at the 1957 
level, which was dn exceptionally low one. On the other 
hand, Egypt is said to have.expanded its production by one 
third in one year. The crop harvested toward the end of 
1957 is estimated at 2 million tons, which is more than 
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double the average for 1948-52. Such a crop might make- 
about 500,000 tons of milled rice available for export in 
1958, but recent reports indicate that the heavy commit- 
ments already undertaken have led to a suspension of new 
sales for export. 

British Guiana, like much of Central America, suffered 
from very unfavorable weather in 1957. The rice crop is 
estimated to be nearly 40 per cent below that of 1956, 
and is clearly insufficient to meet the import requirements 
of the Caribbean Islands. Surinam also suffered from the 
poor weather conditions and may become a net importer. 
On the other hand, Mexico continued to expand its rice 
production and export permits have been granted more 
liberally recently. 

The main importing countries of Northern Asia reaped 
good rice crops (14,197,000 tons in paddy equivalent com- 
pared with 13,080,000 tons of paddy in 1956) toward the 
end of 1957. Japan’s crop is the second highest on record. 
Since stocks of rice in that country are also at a high level, 
there is little prospect of any marked recovery in Japan’s 
imports in 1958. On the other hand, there are indications 
that the Japanese authorities do not plan to reduce rice im- 
ports still further at present. Korea’s last crop marked a 
distinct improvement on the poor out-turn of 1956, and 
imports of rice may ‘therefore not be necessary in 1958. 

No estimates were available in mid-January of the rice. 
crops in the importing countries of Southern Asia. It is 
known, however, that extensive areas of northeast India 
suffered badly from insufficient rainfall in autumn of 1957; 
the rice crop of 1957/58 is therefore expected to fall 
markedly below the very good crop level of 1956/57. As 
substantial imports were needed in 1957 even after that. 
record crop, import requirements are likely to be even 
langer in 1958, particularly: since it appears to have proved 
impossible to build up in 1957 the planned reserve stocks. 
However, as supplies of rice are not likely to bé abundant 
in exporting countries in 1958, the Indian authorities may 
try to meet requirements by importing other grain. 


HONGKONG EXCHANG 


Chinese Exchange: 


People’s Yuan and 251%. The market was quiet. 


AND GOLD. MARKETS 


U.S.$ 

T.T. T.T. Notes Notes 
April High Low High Low 

21 Holiday 
22 $58214 582 58214 58136 
23 582 58144 58214 58144 
24 58142 581 58136 58034 
25 58144 581 58046 57934 
26 581 58036 580 57834 


Trading totals: T.T. US$3,730,000; 
‘Notes cash US$570,000, forward US$ 
1,630,000; D.D. US$310,000. The 
market was slightly easy on _ the 
strength of cross rates in New York. 
In the T.T. sector, funds from Japan, 
Korea and the South East Asia ports 
were absorbed by general and gold im- 
porters. In the notes market, specu- 
ative activities reduced. Interést 
favoured sellers and aggregated HK$ 
3.00 per US$1,000. Speculative posi- 
tions averaged US$1% million per day. 
The D.D. market was very quiet. 

Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines  1.77+-1.7625, 
Japan 0.0142—0.014125, Malaya 1.873, 
South Vietnam 0.069, Laos. 0.05, Cam- 


bodia 0.082, Thailand 0.269—0.268, 
Indonesia 0.098—0.095.. Sales: Pesos 
230,000, Yen 66 million, Malayan 


$220,000, Piastre 7 million, Kip 5 mil- 
lion, Rial 5 million, Baht, 2 million, 
Rupiah 200,000. 


notes quoted $1.385—1.245 per Yuan. 
Taiwan Dollar notes quoted $0.145— 
0.144 per Dollar, and remittances 0.139 
—0.137. 

Bank Notes: Highest and lowest 
rates per foreign currency unit in HK$: 
England 16.183—16.09, Australia 12.49 
—12.45, New Zealand 14.45—14.43, 
Egypt 10.05, East Africa 15.00, South 
Africa 15.84—15.83, West Africa 
13.00, Jamajca 13.50, Gibraltar 13.50, 
Malta 12.50, Cyprus 12.50, Fiji 10.00, 
India- 1.1772—1:177, Pakistan 0.80, 
Ceylon 0.965—0.96, Burma 0.54, Mala- 
ya 1.842—1.827, Canada 5.945—5.925, 
Cuba 5.00, Argentina 0.125, Brazil 
0.052, Peru 0.26, Mexico 0.40, Philip- 
pines 1.82—1.8075, Switzerland 1.34, 
West Germany 1.36—1.35, Italy 0.0091 
—0.009, Belgium 0.106, Sweden 1.02, 
Norway- 0.72. ‘Denmark 0.77, Nether- 
lands 1.45, France 0.012525—0.0124, 
South Vietnam 0.073, Laos 0.051— 
0.05, Cambodia 0.0825—0.0815, New 
Guinea 1.00. Indonesia 0.0985—0.091, 
Thailand 0.263—0.26, Macao 1.005, 
Japan 0.015—0.01485. 


Gold Market 
April 


High .945 Low .3945 Macao .39 
21 Holiday 
22 $2536 25234 26414 High 
23 253 25235 
24 25256 25216 
25 25246 25134 
26 25214" 25156 Low 26142 


Opening and closing prices were 253 


rand 252%; highest and lowest, 253% 


Interest for change over favoured sell- 
ers and aggregated HK$1.15 per 10 
taels of .945 fine. Tradings averaged 
4,400 taels per day and.totalled 22,000 
taels for the week, in which 8,450 taels 
were cash dealings (3,050 taels listed 
officially and 5,400 taels arranged pri- 
vately). Positions taken by specula- 
tors averaged 7,500 taels per day. Im- 
ports from Macao amounted to 8,000 
taels. One shipment of 48,000 fine 
ounces. reached Macao. Exports to 
talled 9,000 taels (6,500 taels to Singa- 
vore, 2,000 tdels to India, and 500 
taels to Korea). Differences paid for 
local and Macao .99 fine were HK$12.10 
and $11.50—11.20 respectively per 
tael of .945 fine. Cross rates were 
US$38.02—38.01 per fine ounce, and 
24,000 fine ounces were contracted at 
38.02 per fine ounce cif Macao. US 
double eagle old and new coins quoted 
£262 And 229 respectively per coin, 
English Sovereigns $59 ver coin, and. 
Mexican gold coins $274 per coin. 
Silver Market: 500 taels of bar silver 
traded at $5:70 per tael.and 500 dollar 
coins at $3.60 per coin. Twenty-cent 
silver coins quoted $2.75 per five coins. 


HONGKONG STOCKS 
AND SHARES 
Every year during the months of 


March, . April and: May, public com-. 
panies in Hongkong distribute dividends 
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for the previous year to their share- 
holders. In the past two years, many 
Shareholders used such disbursements to 
finance real estate speculation, building 
construction and land _ transactions 
which returned higher yields than in- 
vestment in local shares. This year 
however a large number of people re- 
invested dividend funds in selected 
popular shares because the  over- 
developed real estate market proves less 
profitable and more risky. 


Reports made by chairmen of various 
‘public companies disclosed that in con- 
trast to the general decline of trade 
last year, Hongkong’s utility com- 
panies, hotels, banks, building con- 
‘struction and real estate companies 
netted better profit in 1957 than in 
1956. Dividend payments for 1957 by 
most companies were higher than in 
the previous year. The estimated 
total amount paid out by public com- 
panies for the year 1957 for dividends 
and bonus is about $75 million. 


Among utilities, power and gas com- 


panies reported higher domestic and 
industrial consumption of electricity 
and gas last year than in 1956. Cross 


harbour ferries carried mere passen- 
gers. Tramcars ran longer mileage 
with heavier loads. The Telephone 
Company installed more than 10,000 
new telephones and expanded its ser- 


vice network to cover larger areas. The 
swollen local population will bring 
more business and therefore larger 
profit to these companies this year. 


But 1958 dividends may not be higher 
than those for last year because capi- 
tal expansion by most utility companies 
will be high. At present, annual yield 
of utility shares is about 5.7 to 8.2 per 
cent. On the basis of dividends for 
1957 (not including bonus) against 
current prices for shares, Tramways 
shares yield 7.9 per cent per annum, 
China Lights 6.3 per cent, Electrics 7.2 
per cent, Telephones 5.7 per cent, Star 
Ferries 8.2 per cent and Yaumatis 7.9 
per cent. 


Although building development in 
Hongkong has passed the peak, many 
real estate and construction companies 


will continue with their development 
programs during 1958. In the case 
of Hongkong Land and _ Investment 


Company, earning in 1958 will be 
higher than last year because receipts 
from rental have increased since the 
completion of the New Jardine House. 
Capital set aside for building the new 
Union House may not allow the com- 
pany to pay a higher dividend. Cur- 
Tent rates of Hongkong Lands are 
about $32 to $33 per share, a yield of 
about 7 per cent assuming that divi- 
dend for 1958 will be $2.40 per share, 
same as for 1957. Humphreys Estate’s 


shares at $14.60 yield about 9.6 per 
cent and Hongkong Realties at $1.50 
about 10 per cent. Hongkong Hotel 
1957 dividend plus bonus represented a 
100 per cent increase over the 1956 
yield. Better tourist business and in- 
creased room charges ensure higher 
earnings this year and if the company 
does not spend too heavily on main- 
tenance and new investment, dividend 
for 1958 should be better than last 
year. Without considering the bonus, 
this share at $17.90 yields 8.4 per cent 
provided that the dividend for 1958 will 
remain at 1957 level of $1.50 per 
share. 


The steady increase in Hongkong’s 
invisible trade was indirectly reflected 
by the increased earnings of leading 
banks here. Last year, Hongkong and 
Shanghai Banking Corporation made a 
profit of $21 million which is $400,000 
more than in 1956. The Bank intro- 
duced more services to the public which 
ensures a greater volume of business 
this year. The 1958 dividend will pro- 
bably remain at the 1957 level which 
was about $42 representing an annual 
yield of 5.4 per cent against current 
price of $785 per share. 


Outlook for shares of shipping and 
godown companies is a little uncertain 
on account of the unpredictable entre- 
pot trade. Cotton shares are quiet at 
present on account of the possible 
restrictions on exports to UK which 
took about 40 per cent of Hongkong’s 
total cotton cloth export last year. 
Stores should be able to retain their 
1957 volume of business; dividends 
would probably remain at last year’s 
level. Green Island Cement reported 
that keen competition from Chinese and 
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of Hongkong cement to SE Asia and 
that prospects of exports for 1958 are 
worse than last year. It is doubtful 
whether the company could pay a divi- 
dend of $3 per share for 1958 as they 
did for 1957. At present the price for 
Green Islands is about $20 per share 
yielding 15 per cent if the $3 dividend 
could be maintained. 


The prospect for rate fluctuations 
with attendant erratic activity and 
undue syndicate-engineered transac- 
tions is rather dim. ‘The public taking 
part in share business is more of the 
conservative, long-term investment 
making type. Speculators aiming at 
rate movements, usually based more on 
rumours than facts of performance, 
will be discouraged if they attempt a 
sally. The undertone remains quiet 
and the sentiment is sober. Rates 
might be regarded as having approach- 
ed the low point and advances could be 
hoped for, taking a sanguine view of 
world political and regional economic 
developments in the current year. 
Money continues easy, interest tends 
lower, funds from local and overseas 
sources are amply available, outlets for 
local investment, including commerce, 
are moving towards a saturation level, 
and while apprehension of the eventual 
reaction here of recessions elsewhere 
might impede the general progress here, 
there will not eventuate any selling 
pressure. Should rates move upwards 
in a not entirely warrantable spiral, 
the usual profit-taking is certain to pre- 
vent such larks. There are also quite 
2 few investors who seem to be biding 
their time for selling at a price calceu- 
lated to be advantageous; such people 
are not in a hurry, they believe that 


Japanese products haridicapped exports Slow sales with prudence will bring 
Esti- 
mated 
Annual 
Share April 18 Last Week’s Rate Up & Down Dividend Yield 
Highest Lowest Closing (%) 

785 790 s 780 b 785 firm $42 5.35 

72 Ts 71.50 b mb steady $3.40 4.72 

30 _ —_ 32.75 n quiet $2 6.1) 

6.20 6.15 6.05 b 6.10 s —10¢ 75e 12.30 

10 110s 106 109 n steady $9 8.26 

44.25 s 44.25 s 43.50 s 43.50 s —TSce $2 4.60 

11.30 11.40 11.40 11.40 +10c¢ $1 8.77 

33 3 32.25 32.25 —Tc $2.40 7.44 

1.50 s 155 s 1.50 1.50 firm 15¢ 10.00 

17.50 18 17.60 17.90 +40c $1.50 8.38 

23.80 24.10 24 24 +20c $1.90 7.92 

115 n 110 110n 110n —$ $9 8.18 

4 3s 94 94.50 +50c $7.50 7.94 

17.40 17.60 17.40 17.50 +10c¢ $1.10 6.29 

26.50 26.80 26.40 26.50 firm $1.90 717 

26.20 26.40 26.20 26.20 firm $1.50 5.73 

Cement 20.60 n 20.50 20.20 20.20 —40c $ 14.85 
Dairy Farm ___ 16.20 16.40 16.20 b 16.30 s +10c $1.80 11.04 
Watson 11.20 11.20 s ll 11.20 s steady $1 8.93 
Yangtsze ______. 5.25 5.30n 5.25b 5.25b steady 65c 12.38 
Allied Inv 3.65 b 4.55 4375 440 +T5c 25c 5.68 
HE & FEInv ______ 10.100 _ _ 10.10n quiet 80c 71.32 
Amal Rubber ______ 1.35b 1.375 1.35 1.35 firm 20c 14.81 
Tweue 2 4.60 46s 4.55 4.55 —5ce 50c 10.99 
Nanyang ______-_-___ 845b 8.65 s a4 8.45 steady $1 11.83 
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best results in their own good time. 
The common investor here may be well 
advised to study the fairly long list of 
counters and after having received 
what we hope might be unbiased in- 
formation from share brokers, should 
put a reasonable percentage of his as- 
sets in selected shares, such as utilities, 
unless he considers overseas prospects 
to be more alluring, for whatever rea- 
sons that may be. 
— Ricardo 


* * * * 
Last Week’s Market Report 


Business amounted to $2.9 million 
last week: Monday, holiday; Tuesday, 
$845,000; Wednesday, $996,000; 
Thursday, $587,000; Friday, $476,000. 
Interest was. centred chiefly on Utili- 
ties, Lands, Hotels, Realties and Alli- 
ed Investors. ‘Transactions in Utilities, 
totalling $1.1 million, accounted for 
about 40 per cent of the business. 
Allied Investors suddenly attracted a 
large number of buyers; over 19,000 
shares changed hands and the price im- 
proved to $4.55 on Wednesday. The 
sudden interest in this share was stimu- 
lated by a rumour that the Hongkong 
Gas Company’s shares might soon be 
quoted on the market; Allied Investors 
own 33 per cent of the Gas ‘Company 
shares. Yangtsze Finance remained 
quiet but steady at $5.25 b; according 
to the Secretaries for Yangtsze, the 
shares had a statistical value of $7.81 
at the close of business on April 24 
(Thursday). 

Lands retained very strong demand; 
10,100 shares were traded but light 
scale profit-taking eased prices slightly 
at the close. Hotels continued to ad- 
vance on unsatisfied buying; 31,200 
shares changed hands. Fluctuations of 
other shares were small and the under- 
tone at the close was steady to firm. 


SINGAPORE SHARES 


Business during the week ended 
April 18 maintained the previous 
week’s improved turnover, but cannot 
be compared with the same period last 
year. Industrials accounted for the 
major portion of the turnover at prices 
which declined progressively and cul- 
minated in a spate of sellers on the 
final day. Closing quotations were the 
lowest for many weeks. Malayan Bre- 
weries and Fraser & Neave held aloof 
from this tread, however, as also did 
Wearne Brothers. The Directors of 
Malayan Breweries have recommended 
a free issue of 5% Redeemable Deben- 
tures to shareholders on a one for two 
basis; an Extraordinary General Meet- 
ing has been called for May 31st to im- 
plement this recommendation. These 
shares improved from $3.45 to $3.50 
prior to the announcement and jumped 
to $3.70 after it. Losses during the 
week were: Gammon (Malaya) Ltd. 
from $2.40 to $2.32%; W. Hammer & 
Co. from $1:70 to $1.55; Henry Waugh 


from $1.37% to $1.10; Jackson & Co. 
from $1.34 to $1.27%; McAlister from 
$1.40 to $1.832%; Sime Darby from 
$1.60 c.d. to $1.52% x.d.; Cold Storage 
from .89 to .85 cents; Uniteer Ords. 
from $1 to .92% cents. There appear- 
ed to be no specific reason for such a 
sharp break other than a swelling of 
selling pressure on an unwilling market. 

Tin shares also lost ground but de- 
clines were small with sellers giving 
ground reluctantly. Sungei Way eased 
from $1.17 to $1.15 and Talam fell 
heavily from $2.05 to $1.80 as did Hong 
Fatt from 61 cents to 56 cents. Aus- 
tral Amal. shed 3d to 11/7%d but Ber- 
juntai held around 13/-. Lower Perak 
closed at 12/7%d after 13/- at the 
opening. Exceptionally Petaling put 
on 5 cents to close at $1.90. Seven 
Sterling registered companies. an- 
nounced dividends during the week but 
this failed to arouse any enthusiasm and 
only a handful of transactions were re- 
corded in this section. 

Rubbers in the main were dull and 
featureless but took on an irregular 
appearance at the close. Notable ex- 
ceptions were Ayer Hitam which jump- 
ed to $2 buyers and Mentakab which 
gained 10 cents to $2.65. Shareholders 
of Ayer Hitam have been advised to 
hold their shares as a favourable bid 
for the Estate is in the offing and they 
will be informed as soon as a concrete 
proposal is made. In addition to the 
final dividend of 30%, the Directors of 
Mentakab have recommended a_ free 
capitalisation issue of one for one. On 
the last day’s trading Jeram Kuantan 
fell heavily from $1.55 to $1.37% and 
Ayer Panas eased from $2.12 to $2.08. 
Jimah however put on 10 cents to close 
at $3.55. Sterling Rubbers remained 
in the doldrums with quotations mainly 
unchanged. 

Exchanges in the Loan section were 
small. Quotations have been revised 
upwards to a level where yields to re- 
demption, based on buyers’ prices, are 
down to 6% without as yet attracting 
sellers. Singapore City Council has 
decided to float a $30 million loan bear- 
Ing interest at 5% per annum at a 
nine per cent discoant. The loan will 
be redeemable in ten to twenty years 
at the Council’s option. The yield to 
redemption is slightly under 5.75%. 
Holders of the Council’s 3% Debenture 
Stock of 1938. which is due for redemp- 
tion next month, may convert into the 
new loan. 

Interest in overseas investments was 
on a greatly reduced scale, influenced, 
no doubt, by the British Budget, the 
proposals for which were not received 
here until Wednesday. 


HONGKONG TRADE AND 
COMMODITY MARKETS 


Imports of consumer goods and fac- 
tory supplies from Japan, US, UK and 
Europe; foodstuffs from China; and 
rice from Cambodia and Thailand re- 
mained active throughout last week. In 
re-exports, only shipments to Thailand 
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and Malaya were maintained at a steady 
level; demand from other SE Asian 
countries was sluggish. Hongkong pro- 
ducts retained steady demand from UK, 
US and SE Asia. 

Adverse criticism from UK on Hong- 
kong cotton goods shows no sign of 
moderating. American shirt factories 
are also making conditions more tough 
for HK shirt manufacturers to compete 
with them in US markets. SE Asia, as 
usual, restricts imports of HK products 
only to items which domestic industries 
in these countries can not make or do 
not produce enough. 

Trade with China—The Chinese 
General Chamber of Commerce here 
issued on behalf of Chinese ‘Communist 
authorities, 2,393 invitations to local 
businessmen requesting visits to the 
current Export Commodities Fair in 
Canton. Reports from Canton indicated 
that during the first week (April 15 
to 21) about 1,400 transactions were 
concluded at the Fair amounting to a 
value of US$27 million. Among items 
transacted was a complete paper milk 
worth about US$1 million. Local busi- 
nessmen: bought from the Fair chiefly 
canned food, fruits, vegetables, plywood, 
sawn timber, tobacco, sugar, groundnut. 
oil, cement, cassia, cigarettes, cotton 
textiles, cosmetics and other light in- 
dustrial products. There were no 
large scale purchases of oilseeds, oils 
and animal by-products by local dealers. 

Trade with UK—tThe British cotton 
textile industry continued to attack 
Hongkong of the ‘slave’ labour which 
loeal industrialists are exploiting. One 
British manufacturer charged that “it 
is sheer humbug to pretend that the 
sole reason for exploitation of the status 
quo is to help the Chinese refugees in 
Hongkong or to improve the Colony’s 
economy.” He also accused that Ameri- 
can merchants and manufacturers were 
included among the exploiters of cheap 
labour in Hongkong enjoying all the 
privileges of imperial preference for 
their exports of low-priced goods to 
British markets. The attack is getting 
more and more bitter because British 
manufacturers are really having a hard 
time. During the first three months 
this year, UK imported 116.5 milliow 
yards of cotton cloth from various 
sources—340,000 yards more than Lan- 
cashire exported during the same period. 
But why pick on Hongkong? In 1957, 
Hongkong shipped only 71 million 
yards of grey cloth to UK while India’s 
shipments totalled 182 million yards. 
The accusation against American manu- 
facturers in Hongkong is also unjusti- 
fied because there are only a few 
American industrial. enterprises here 
and they all produce mainly for exports 
to US. 

Trade with US—American shirt manu- 
facturers are taking steps to restrict 
the increasing exports of Hongkong 
made shirts to US. One American firm 
recently registered with London the 
patent rights on the improvements of 
shirt collars and shirt cuffs. These 
features have already been adopted by 
local shirt makers and they fear that 
the American firm may not only take 
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steps to ban imports of Hongkong shirts 
bearing these registered features or 
similarity of these features but also pro- 
secute them for making these shirts. 

An American trade mission of the 
San Francisco Area World Trade As- 
sociation came here to investigate busi- 
ness possibilities. The leader of the 
mission, Mr. D. K. Tripp (President of 
the Northern California Thrift Com- 
pany), said on his arrival, “American 
people, including the American Federa- 
tion of Labour and the Congress of 
Industrial Organisations have awakened 
to the necessity of reciprocal trade. 
There’s got to be a two-way street.” 
During the first three months this year, 
HK imported $107 million worth of 
goods from US but exports to US 
amounted to only $71 m during the 
period. 


Trade with Thailand—Over 2,000 
tons of metals, cotton goods, vacuum 
flasks, paints and other HK manufac- 
tures were shipped to Bangkok. Pur- 
chase from here during the week how- 
ever slowed down and interest was 
centred chiefly on structural steels, 
stationery, cigarette lighters and other 
sundries; the increase of import duties 
there on a long list of consumer goods 
and luxuries began to adversely affect 
Hongkong exports to Thailand. Im- 
ports from Bangkok remained heavy 
and, as usual, consisted chiefly of rice. 

Trade with Indonesia—Diakarta 
bought only insignificant quantities of 
corrugated galvanized iron sheet and 
some Japanese cotton yarn from here; 
traders there found imports unprofit- 
able on account of the high premium 
they had to pay for exchange certifi- 
eates. Authorities there do not have 
sufficient. foreign exchange funds for 
imports because Indonesia’s exportable 
commodities come mostly from terri- 
tories outside Java; the civil war there 
has disrupted the supply of rattan and 
other staples to Djakarta. Sukarno’s 
pinkish anti-colonial attitude however 
earned support from Peking. A _ ship- 
ment of 5 million yards of textiles and 
20,000 tons of rice reached Indonesia 
from China. This is the first shipment 
of the total 72 million yards of textiles 
and a large quantity of rice (total 
value, 38 million Swiss Francs) offered 
on credit to Indonesia by Peking under 
an agreement recently signed between 
the two governments. 

Trade with Malaya—Heavy reexports, 
legitimate as well as illicit, of con- 
sumer goods and luxuries from Malaya 
and Singapore to Djakarta and other 
Indonesian ports kept exports from 
here to Malaya and Singapore at a high 
level. Principal items included eggs, 
fruits, vegetables, knitwear and other 
cotton goods, enamelware and other 
metalware. 


Trade with Philippines—Demand from 
Manila for Hongkong manufactures 
and other essential supplies was not 
sustained after a brief spell of im- 
provement early this month. 


Trade with Korea—Seoul was con- 
sidering to relax import restrictions on 
a large number of items _ including 


wheat, sugar, wooltops, fiber yarn, fer- 
tilizers, butter, sewing machine, torch 
and some chemicals and paper. Pur- 
chase from here however remained on 
a restrained volume. 


Trade with Taiwan—Taiwan  con- 
tinued to ship here several hundred 
tons of cement, sugar and other pro- 
duce but made no purchase from the 
local market possibly on account of 
the fact that the new exchange rates 
had increased the cost of imports. 

Trade with Cambodia—Phnompenh 
also curtailed purchases from _ here 
although shipments of rice to the local 
market remained heavy. 

Trade with Burma—Orders from 
Rangoon covered only insignificant 
quantities of menthol crystals, cos- 
metics, enamelware, hurricane  lan- 
terns, silk piecegoods, plastics, canned 
food and other provisions. Imports of 
beans, timber and groundnut cake 
totalled about 900 tons. 

Trade with Australia—An Austra- 
lian trade mission came here to study 
the purchase of plastics, gloves, china, 
straw mats and other Hongkong pro- 
ducts from here. Orders amounting 
to several million dollars were placed 
with local factories which members of 
the mission visited. 

* * * s 


Produce—The market registered 
only selective demand from Canada, 
Japan, Europe, Australia and Burma 
for sesame, gallnut, aniseed star, wood- 
oil, rosin, menthol crystal and camphor 
products. Most transactions fell 
through because stocks here were in- 
adequate and dealers who went to 
Canton could not get sufficient supplies 
from the export comnicdities fair there 
to meet the demand. 

Metals—The volume of business re- 
mained small because demand from 
China for steel plate and waste waste 
was handicapped by low buying offers 
and orders from SE Asia covered only 
small lots of a few items of structural 
steels. Local demand for structural 
steels and factory supplies remained 
strong and kept prices. steady in 
general. 

Paper, Chemicals & Pharmaceuticals 
—Exports were quiet. Local demand 
for various packing, printing and writ- 
ing paper; as well as local consumption 
of a few items of chemicals and phar- 
maceuticals kept prices steady in 
general. 

Cotton Yarn—Hongkong yarn re- 
tained steady local demand; prices re- 
mained firm because many mills here 
had curtailed output in view of the 
recent decline in exports. Pakistan 
brands were steady on firm indents. and 
Indian yarn steady on restrained local 
demand. Japanese yarn attracted or- 
ders from Indonesia but quantities in- 
volved were too small to stimulate the 
market. 

Cotton Piecegoods—HK grey sheet- 
ing remained steady in spite of the 
report that UK buyers had _ recently 
asked exporters here to slash prices. 
Most weavers here however are antici- 
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EXPORTS & IMPORTS OF TAIWAN, KOREA, VIETNAM, 
INDONESIA, 
PHILIPPINES AND MALAYA FOR THE FIRST SIX 


CAMBODIA, 


MONTHS 1957 


(All values are in million US dollars) 


TAIWAN 
EXPORTS IMPORTS 
Jan.- Jan.- Jan.- Jan.- 
Trade with June June June June 
1956 1957 i956 1957 
Total 65.8 91.0 96.8 95.1 
United States 3.3 2.1 38.7 38.8 
Canada 5 6 
Argentina Ey 
Chile 4 et! 
United Kingdom 1.3 6 1.8 1.6 
Austria ae 3 
Belgium Lux Pet 8 4 
Denmark 1 2 
France 2 3 1.1- 8 
Germany Fed Rep 5 3 4.6 Py | 
Netherlands 1 3 6 4 
Sweden 2 aut 
Switzerland 5 6 
Italy 4 5 
Portugal Al 
Egypt 1.7 3.3 9 
Ethiopia 2) 
Tran 7.0 13.2 
Iraq 5.0 7.8 
Saudi Arabia 2.8 58 
Aden A) 2.2 
Syria Lebanon | 
Burma 6 
Ceylon yf 8 
Hongkong 4.1 7.6 1.6 AT, 
India By 53 ae 
Indochina 5 3.1 
Japan 28.3 30.5 34.6 34.1 
Malaya Sing 4.8 8.0 2.0 2.1 
Pakistan 1.9 3.1 
Philippines 2.3 4 1.4 
Thailand nf 38 
South Korea 2.9 1.8 1 2 
Asia N S 3 4 


pating further decline in export prices 
because Chinese greys are being 
shipped to UK at a much cheaper price 
than HK goods; competition from 
Japdn is also intensifying. This de- 
velopment will invite more criticism 
from UK manufacturers who are al- 
ready attacking HK industrialists of 
‘cheap’ HK cloth. The ideal solution 
will be for UK manufacturers to con- 
vince UK importers that HK cloth is 
already too cheap! 

Rice—The firm trend continued in 
spite of heavy imports from Thailand 
and Cambodia. 

Wheat Flour—The market remained 
weak and prices declined further; 
more shipments arrived from Canada 
and US. 

Sugar—Imports from Taiwan were 
slightly reduced but prices here re- 
mained weak because dealers  antici- 
pated lower indent offers from Taipei. 
Canton continued to ship here several 
hundred tons of sugar per week. 


Cement—Taiwan shipped here some 
cement but the quantity was insigni- 
ficant. Imports from Japan were 
heavy but prices here remained steady 
on strong local demand. Imports from 
China were not very heavy but prices 
showed a weak tendency because more 
consignments were anticipated. 


Trade with 


Br Asia N S 
Australia 

Union So Africa 
Algeria 

Morocco 

Fed Rhod Nyasa 
Br Africa NS 
Fr Africa N S 
Other Territories 


SOUTH KOREA 


Total 


United States 
Canada 

Cuba 

America N S 
United Kingdom 
Belgium Lux 
France 

Germany Fed Rep 
Netherlands 
Norway 

Sweden 

Europe N S 
Italy 

Taiwan 
Hongkong 

India 

Japan 

Malaya Sing 
Philippines 
Thailand 

Asia N S 
Australia 

Union So Africa 
Other Territories 


THAILAND, 


EXPORTS 
Jan.- Jan.- 
June June 

1956 1957 
VA 8 
a3} 3 

AE 
3 6 
5 3.2 
2 2 


13.3 12,2 
6.6 2.4 
A 4 

4 

A 

4 
1.3 

ok ak 

1.7 1.9 
33 6.0 


BURMA, 


IMPORTS 
Jan.- Jan.- 
June June 

1956 1957 

ae 3 

au 
oh 
6 3 
177.4 227.0 
142.5 204.3 
1.2 = 

4 

7 
1.6 5 
8 ek 
3 el 
2.6 1.6 
4 5 

3 
5 2 

1.3 4 

1.5 2 

1.9 a: 

2.9 1.2 

a all 
4.6 5.5 
38 2 
1.0 1.1 
14 
oh 4 
A 
a 
11.8 8.2 


SOUTH VIETNAM 


Total 


United States 
Canada 


Colombia 

United Kingdom 
Austria 

Belgium Lux 
Denmark 

France 

Germany 
Netherlands 


18.0 35.8 
2.9 65 
a 
etl 
| 
12.9 15.9 
5 
a 
A 
a 
6 ne 
&) 
2.3 
8 1.6 
3 5 
2 mf 
a 
3 63 


104.3 


27.0 
e | 
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CAMBODIA 
EXPORTS 
Jan.- Jan.- 
Trade with June June 
1956 1957 
Total 17.3 28.5 
United States 4.3 4.3 
Mexico re 
Haiti he 
Brazil 
United Kingdom a 
Belgium Lux 2 
Denmark ; 
France 5.8 6.1 
Germany 2 
Germany Fed Rep 2 
Netherlands 5 3 
Sweden 
Italy 
China (Taiwan) 
China (Mainland) 
Hongkong 1.5 3.9 
India 
Indonesia 
Japan 4 1.0 
Vietnam 1.3 1.7 
Malaya Sing 1.8 4.5 
Thailand 
Other Territories 1.4 6.1 
INDONESIA 
Total 408.1 404.6 
United States 67.8 52.2 
Canada 3 al 
Mexico 11 5 
Cuba al 
Central America N S 4 6 
Brazil 1b 
Uruguay 3 
United Kingdom 36.7 23.7 
Austria 
Belgium Lux 2.1 48 
Denmark 2.1 1.3 
France 3.1 2.2 
Germany Fed Rep 14.0 11.4 
Germany East 
Netherlands 82.7 90.2 
Norway 5 11 
Sweden 6 1.0 
Switzerland 2 
Greece ay 
Italy 42 8.6 
Portugal 
Spain 2 
South Europe N § 8 
USSR 19 
Czechoslovakia 1 a 
Finland 1 
Hungary 
Poland 9.4 a7 
Rumania 
Yugoslavia 2 
Sudan al 2 
Egypt 3 2.0 
iran 1 3) 
Iraq re 
Aden 
Middle East N S BY 
Burma 
Ceylon 
China 43 20.6 
Hongkong 1.0 2.0 
India 10 2.3 
Indochina 29 23 
Japan 37.0 27.0 
Malaya Sing 93.3 103.4 
Sarawak a 6 
Pakistan 2 i 
Philippines 7.6 79 
Thailand 47 43 
South Korea zt a) 
Asia N S 1 
Br Asia N S$ 2 2 
Australia 15.0 2L0 
New Zealand 2.6 22 
Oceania N S 1.0 1.0 
Union So Africa 12 ay 
Mozambique 8 3 
Africa N S of 
Br Africa N S 
Fr African N S$ 3 3 
Other Territories 13 5a 
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THAILAND 
EXPORTS 
Jan.- Jan.- 
Trade with June June 
1956 1957 
Total 160.5 190.0 
United States 41.8 37.1 
Canada 3 al 
Panama Rep 
Br Ctys NS 
Brazil 4 3 
United Kingdom 5.4 6.6 
Austria 
Belgium Lux ar! 8 
Denmark 2.1 2.8 
France 2 3 
Germany 2.6 
Germany Fed Rep 2.7 
Netherlands 5.9 6.1 
Norway cn 
Sweden 1 3 
Switzerland ott a) 
Italy 2 2 
Portugal a 
USSR 
Czechoslovakia 
Finland 
Poland 
Tran 
Traq 8 1.2 
Saudi Arabia 4.7 
Aden 1 12 
Oth Br P SttN S 6 1.9 
Burma 2 “4 
Ceylon 6 3.9 
China (Taiwan) 
China (Mainland) 3.3 
Hongkong 13.4 14.3 
India 5 1.2 
Indonesia 12.5 14.3 
Japan 14.9 20.7 
Cambodia 3 3 
Laos 6.2 4.5 
Vietnam 4 a 
Malaya Sing 45.6 46.6 
Pakistan 2 1.5 
Philippines. 9 2.5 
South Korea 3.4 
Asia N S ok 
Br Asia N S 2.4 2.6 
Dutch Asia N S 6 5 
Australia 3 3 
Br Oceania N S a 
Union So Africa 2 1.0 
Tanganyika 1 
Fr W Africa 2 
Kenya 1.0 
Mauritius 2 2 
Africa N S aA 
Br Africa N S = 
Fr Africa N S 5 
BURMA 
Total 123.5 121.3 
United States 13 15 
United Kingdom 8.8 5.8 
Austria 
Belgium Lux 19 9 
Denmark aA 
France 8 3 
Germany Fed Rep 19 18 
Germany East 1.0 sed 
Netherlands 14 A 
Norway 
Sweden a 
Switzerland 
Ttaly 2 
Portugal 
Spain 
USSR 8.0 52 
Albania 
Czechoslovakia 14 a 
Finland 6 “ 
Hungary me Noa 
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EXPORTS 
Jan.- Jan.- 
Trade with June June 
1956 1957 
Poland 2.0 2 
Yugoslavia 3.1 2.8 
Iran au 
Israel 4 4 
Areas N S$ 2.0 1.9 
Ceylon 6.2 10.9 
China (Taiwan) 
China (Mainland) 3.4 5.0 
Hongkong 3.4 1.4 
India 45 33.1 
Indonesia 17.8 15.9 
Japan 32.4 19.2 
Malaya Sing 9.3 4.2 
Pakistan 8 2.4 
Philippines al 
Thailand 
Asia N S 3.2 1.5 
Australia 
New Zealand 
Union So Africa 4 5 
Africa N S ck 
Br Africa N S 11 3.0 
Other Territories 3 4 
PHILIPPINES 
Total 225.1 241.9 
United States 127.6 132.1 
Canada 6 1.6 
Mexico 
Cuba A 2 
Panama Rep 
Argentina on 
Brazil 
Colombia 5.7 3.2 
Ecuador 
Uruguay 
Venezuela 12 14 
South America N S 2 
United Kingdom 3.8 ‘3.7 
Austria A 
Belgium Lux 3.7 42 
Denmark 25 21 
France 7 1 
Germany 6.4 45 
Ireland BS 
Netherlands 20.2 25.9 
Norway 21 2.0 
Sweden 3.7 2.0 
Switzerland 2 
N. W. Europe N S 
Italy 5 aoe 
Portugal ee 
Spain 12 9 
South Europe N S 
Egypt 
Tran 
Israel 38 6 
Saudi Arabia, 
Syria) Lebanon a 13 
Ceylon 2.2 
China 5 38 
Hongkong 25 16 
India 2 aL 
Indonesia A 
Japan 2 42.9 
Malaya Sing’ 3 2 
Pakistan 
Thailand 2 2 
South Korea 11 37 
Asia NS | “4 
Br Asia N S J “4 
Australia 2 a 
New Zealand 
Oceania N S “ 4 
Union So Africa & 5 
Africa N S 
Fr Africa N S a a 
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MALAYA & SINGAPORE 


Trade with 


Total 


United States 
Canada 

Mexico 

Cuba 

Central America N S 
Argentina 

Brazil 

Chile 

Peru 

South America N S 
United Kingdom 
Austria 

Belgium Lux 
Denmark 

France 


Germany Fed Rep 
Germany East 
Ireland 
Netherlands 
Norway 

Sweden 
Switzerland 

N. W. Europe N S 
Greece 

Italy 

Portugal 

Spain 

Turkey 

USSR 

Bulgaria 
Czechoslovakia 
Finland 

Hungary 

Poland 

Yugoslavia 

Sudan 

Cyprus 

Egypt” 

Tran 

Iraa 

Jordan 

Saudi Arabia 
Aden 

Other M. E. Area 
Syria 


Japan 


Australia 
New Zealand 
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EXPORTS 
Jan.- Jan.- 
June June 

1956 1957 
680.5 678.5 
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IMPORTS 
Jan.- Jan.- 
June June 
1956 1957 
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576 
LAND UTILIZATION IN HONGKONG 
(Continued from Page 567) 
woodcutting, about one-sixth of the area is covered with 
woodland. 


Some effort was made before 1940 to establish woodlands on 
the Mainland but the withdrawal of control during the Japanese 
occupation and the cutting by the Japanese themselves left the 
New Territories bare of tree growth in 1946. Renewed control 
and an energetic forestry policy, which plans the afforestation 
of at least 1,000 acres per annum, is recovering lost ground. 
However the map reveals very clearly how little woodland cover 
there is and how enormous is the task that lies ahead. The 
Government is encouraging villages to take up “Forestry Lots” 
by which a group of villagers with assistance in seed and plant- 
ing, undertakes to plant and conserve an area. When the trees 
come to maturity, they enjoy the supervised cutting rights. A 
concession of 1,000 acres on Lan Tao has recently been granted 
to a private company for forestry development. The company 
plans to grow pine both for fuel and constructional use. 


Water Supply 


One of the biggest problems facing the authorities of the 
Colony is the provision of an adequate water supply for its two 
and a half million inhabitants. The Island cannot supply its 
own needs completely although every available source is led to 
its reservoirs and it has to rely largely on water, piped from 
the Jubilee Reservoir on the Mainland. In spite of all that has 
been done, the supply is still inadequate. The autumn of 1954, 
after a summer of less than average rainfall, found water rationed 
to three hours daily. A new dam and reservoir is under con- 
struction at Tai Lam Chung. This will nearly double the present 
supply but even then the supply will not meet the full need. 
Therefore, it is a matter of urgency that every effort should 
be made to conserve our water resources. To do this we must 
turn our attention again to the importance of afforestation and 
adequate vegetation cover which will help to prevent erosion 
and the silting up of the reservoirs. It will also aid considerably 
in increasing ground water and preventing rapid run-off during 
the summer torrential downpours and so give a more regular 
intake into the reservoirs throughout the year. 


The problem of water supply in Hongkong serves well to 
illustrate multiple use to which land is put. To ensure an 
adequate water supply the streams over very wide catchment 
basins must be led to the reservoirs. Many of these streams 
flow north-west and bring irrigation water to the agricultural 
area. Here are conflicting claims. If an optimum use of the 
land is to be found, planners have the difficult task of the equit- 
able apportioning of the water to urban and to agricultural uses. 


Urban Land and Agriculturally Unproductive Areas 


Nearly four-fifths of Hongkong’s two and a half million 
people live in the twin cities of Victoria and Kowloon. 


On the Victoria side, buildings of al kinds are crowded into 
the narrow strip of reclaimed land that stretches from West 
Point to North Point. Here are found all the chief business 
and commercial offices, shops, warehouses, dwellings and tene- 
ments. In such areas as Wanchai and Kennedy Town it is 
estimated that there are 2,000 people per acre. In the heart of 
this area, too, are considerable naval and military establishments; 
the wide open space of the Race Course and the newly reclaimed 
playing fields of Causeway Bay. The steep northern slopes 
behind this narrow strip are covered with residences, which 
gradually thin out with increasing height but which continue 
to the very tops of some of the hills. 


FaR EASTERN 
Economic REvIEWw 


Kowloon is wider and flatter and consequently not so 
crowded. It is largely a residential area. Most of the recent 
development in light manufacturing is located here also. To the 
northeast of the city is the civil aerodrome of Kai Tak, 
built largely on land reclaimed from Kowloon Bay, the fill coming 
from the surrounding hills of decomposing granite. 


In addition to the two great cities, there is a number of 
villages, some of which are rapidly growing into sizeable towns 
such as Tsun Wan, Aberdeen, Fan Ling and Tai Po. In the 
north there are also several military camps and establishments. 
Shek Kong, the largest, with its aerodrome occupies a consider- 
able area of formerly productive agricultural land. 


Communications 


Although communications—roads and rail—do not as a rule 
occupy a large part of the land they nevertheless play a very 
important part in the development of its use. Fertile land, 
bumper crops, valuable minerals are of little use if they are 
inaccessible to the people who want to use them. 


Hongkong has developed a very useful framework of roads. 
The Island, in spite of its mountainous nature, is well served 
with a circular route and two roads crossing the highland and 
léading to the Peak. Apart from the stretch between Aberdeen, 
Pokfulam and Victoria which serves the Fish Market and Dairy 
Farm, the roads are used mainly for passenger traffic. 


The New Territories are served by a circular route running 
through Sha Tin, Tai Po, Fan Ling, Yuen Long, Castle Peak 
and Tsun Wan. Recently new roads have been built connecting 
Yuen Long with Tai Po and Fan Ling via Kam Tin and Shek 
Kong. The construction of these roads has helped greatly in 
the marketing of the agricultural produce of the northwest. 
It is not too much to say that without them the Cooperative 
Marketing Scheme could not function. A very fine military 
road, known as Twisk, has been cut right over the Tai Mo Shan 
range connecting Shek Kong with Tsun Wan. This is’ not yet 
open to the public. Extensive areas in the east of the New 
Territories and the whole of Lan Tao are without modern 
communications. 


The railway, running from Kowloon, tunnels Beacon Hill 
and runs to the Border via Tai Po and Fan Ling, and in normal 
times connects Hongkong with Canton. While present trade 
restrictions with China are in force the usefulness of the railway 
is greatly curtailed. 


These then are the physical conditions and the uses to which 
the land of the Colony are at present put. Much detailed study 
and research needs to be carried out in many fields before 
sufficient information is available for planners to be able to 
make wise decisions on the future development of Hongkong. 


